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“One of the most progressive changes 
we have made’ 


says MR. E. A. WRIEDEN, Vice President 
and Cashier, Union Planters National Bank 


& Trust Company, Memphis, Tennessee. 


IN THE Union Planters National Bank & Trust 
Company, one of the important banks in the South, 
National Bookkeeping and Accounting Machines 
are used in four departments. 

“Although we have been using the National 
System of Window Posting in the Savings Depart- 
ment of our Manhattan Branch for several years,” 


says Mr. Wrieden, “we were somewhat skeptical of 
its adaptation in our Main Office where the tremen- 
dous volume of activity was a deciding factor. After 
serious consideration, this equipment was installed 
last February. Now that we have passed through the 
peak load, occasioned by our semi-annual interest 
credit period, with practically no lobby congestion, 
we must say that we are genuinely pleased with our 
investment. Our customer reaction has been so 
favorable that we feel this has been one of the most 
progressive changes we have made. 

“Two years ago we installed a National Type- 
writing-Bookkeeping Machine to post our General 
Ledger and Bond Ledger. We found it so flexible 
in its application, and so easy and simple to operate, 
that we made a similar installation to maintain the 
record of our Trust Department. 

“Nationals have been used exclusively in our 
Transit Department for more than ten years. The 
combination of standard adding machine and type- 
writer keyboards on these machines enables us to 
meet any requirement in the description of items 
without sacrificing speed.” 

Many banks have had the same experience which 
Mr. Wrieden describes. If your institution is ready 
for a “progressive change,” get in touch with the 
local National representative. A visit from him will 
incur no obligation. 


: 
DAYTON, OHIO 
Cash Registers ° Posting Machines ° Analysis Machines 
Typewriting-Bookkeeping Machines ¢ Bank-Bookkeeping Machines 


Check-Writing and Signing Machines . Postage Meter Machines 
Accounting Machine Desks ° Correct Posture Chairs 
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> “THAT WASTE BASKET FIRE © 


WE ME THE SCARE OF MY LIFE’ 


says Bank Executive 


E always considered our fil- 

ing cabinets perfectly safe. 

They were made of steel and housed 

in a fireproof building. What more protection could we 
ask? But . . . when a wastebasket suddenly burst into 
flames . . . spread to window drapes and enveloped one of 
those files . . . we learned the true facts about our fire risk. 


“In 10 minutes’ time, records and papers were scorched 
almost beyond recognition. Luckily we were able to re- 
place them after a few weeks’ work. But if we had been 
so unfortunate as to have that fire hit our vital records the 
loss would have been overwhelming.” 


Day and Night Record 
Protection at point of use 


No need to transfer valuable records from 
reference point to vault at night. And no 
need to worry about daytime fire hazards. 
Safe-Kardex, offering one, two or four- 
hour fire protection, can be snapped shut 
in a few seconds if fire starts. Safe-File, for 
correspondence and other important pa- 
pers, withstands intensive heat for up to 
one hour. 


MAIL THE COUPON. Learn how you can 

have fire protection for important bank 

SAFE-KARDEX . . . SAFE-FILE papers at only slightly more than the cost 
Complete line of models and sizes of ordinary, firetrap cabinets. 


built for banking use 


TTL LLM EEE 


\ Remington Rand Inc., Dept. B-211 
X 465 Washington Street, Buffalo, N. Y. 


Please send me, without obligation, information 
on Safe-Kardex and Safe-File. 


\, Name... 
: Firm Name 


J Address... 


City and State : 


641 





acre 
1937) 129 YEARS OF BANKING SERVICE 











‘Th | | 
e experience of age 

and the 

| 

vitality of youth 

, 

GE alone is not an asset. The important thing in an institution which 

has continued for a century and a quarter is to combine the experi- 

ence of age with the spirit of youth. 

The National City Bank of New York is young in its capacity for growth. 1 

Translated into other terms, this growth spells confidence on the part ‘ 

of millions—big depositors and little depositors, old friends and new. d 

Some of these old friends are the grandsons and granddaughters of the I 

depositors of 125 years ago. The National City Bank hopes to deserve a ¢ 
loyalty which will permit it to serve their grandchildren and great-grand- 

children when another 125 years have gone. . 
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THE NATIONAL CITY BANK OF NEW YORK ; 

T 


HEAD OFFICE: 55 WALL STREET 


Member Federal Deposit Insurance Corporation 


THE BRANCH AROUND THE CORNER CAN SERVE YOU AROUND THE WORLD 





ex M*Nally 


BANKERS 


MONTHLY 


Directors’ Reading 


A director who wishes to 
be of the greatest use to his 
bank, will be interested in 
every article in this issue, 
because he must understand 
all phases of the work in 
order to fe ahi it properly. 

If a director is unable to 
read all articles, then six 
articles are specially recom- 
mended. The pages on 
which these six articles occur 
are given below after the 
word “directors.” 

In the same way, other 
officers may avoid missing 
the articles which contain 
the most important ideas for 
them, by reading at least 
those articles on the pages 
whose numbers follow the 
various titles. 
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647 
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When the Eyes Dont Move 
The Work Moves Faster... 
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Wares any Underwood Sund- selection, Touch Figuring comes the real value of an adding machine 
strand operator... her eyes follow _ naturally. to you can only be determined by 
the work. See the fingers of her Let the Underwood Sundstrand _ the way it does your work. No other 
right hand flash over the condensed demonstrate on your own work in _factor should count. Telephone our 
10 keys without looking at the key- your own office its ability to add, _ nearest Branch fora free trial today. 


board... watch her tap out figures subtract, multiply and divide with Adding Machine Division 
UNDER WOOD ELLIOTT FISHER COMPANY 
15 to 25% faster and more accurate- speed, ease and accuracy. After all, Wine atecbines Typewriters sAccowutine Ma 


ny ¢ chines... Carbon Paper, Ribbons and other Supplies 
ly than 1 any other adding figur } One Park Avenue, New York, N. Y. 
ing machine you have ever known. — There is an Underwood 


Sales and Service Everywhere 
: ee Sundstrand Adding- Underwood Elliott FisberSpeeds the World's Business 
Here is no multiplicity of keys —Fjeuring Machine,hand ne) 


to make busy fingers grope...no —orelectrically operated, Faas | | 
i 2 for every figuring pur- KEYS Nh erwo 0 
complex mechanism to cause con cave. Gea ae THAT'S S d F 


stant head-swinging between work nation-wide company- 
and machine. With only ten num- —°™"ed service facilities. 

ADDING-FIGURING MACHINES 
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a ’S put it this way. We’ve got 
a sales force of one hundred men. It’s their job to 
cover the territory. They have to se// our products. 
What would we do if we found that about half of them 
sat down and didn’t make a move for a month or two?” 


“That’s a silly, hypothetical question but I'll answer 
it. We'd fire them, of course, and get some new men.” 


“You’re wrong. We wouldn’t fire the salesmen . .. 
we'd fire the sales manager. It’s his responsibility— 
his job to keep the salesmen moving and producing.” 


“Check. But what has that got to do with the matter 
we were discussing?” 


“Just this. Our business is good. Our receivables 
are high. Our customers are 
not discounting. We’re passing 
up chances to open good new 
accounts for lack of sufficient re- 
sources to finance more volume. 
And why? Because half of our 
capital, which ought to be 





working for us, just like our 


COMMERCIAL CREDIT COMPANY 


NEW YORK 


BALTIMORE 


PORTLAND, ORE. 






salesmen, is taking periodic 
thirty to sixty day vacations ... 
tied up in customer’s stocks or 
resting in his bank balance... 
working for him until he sends it 
back to us. Do you get the idea?” 


“You bet I do. And I think I get the solution you’re 
leading up to ; .; you’re thinking about discounting 
our receivables with Commercial Credit Company.” 


“That’s right. Their proposition is a sound plan for 
sales-managing our capital. Lots of progressive busi- 
nesses are using it now. What particularly impresses 
me is the new LIMITED LOSS clause. It protects us 


against abnormal credit 
The New 

Limited Loss 
clause in Commercial 
Credit Company’s plan 
of discounting accounts 
receivable makes this 
modern type of indus- 
trial financing interest- 
ing and attractive to 
conservative business- 
men everywhere. Why 
not investigate and see 
how it will meet your 
special needs? Full de- 
tails on request. 


losses. I’m a hard-shelled 
conservative when it 
comes to credit or finan- 
cial risks, but this new 
Commercial Credit Com- 
pany feature makes good 
sense to me. I’m all for it.” 


SAN FRANCISCO 











LOSSES DECREASE—DEPOSITS INCREASE 
THROUGH ADDED GOOD WILL 


WHEN YOU USE 


for TELLER-BOOKKEEPER COMMUNICATIONS 


Telautograph systems place banks in a safe position when the human element fails. All inquiries 
for balances are transmitted instantaneously in the handwriting of the tellers. Amounts of 
balances are transmitted instantaneously in the handwriting of the bookkeepers. No misunder- 
standing of names and amounts can happen. There remains an indelible record of each inquiry 
and reply to fix responsibility. Depositors are not embarrassed as they are when the teller tele- 
phones because the transmission is secret and the operation is almost silent. The time wasted by 
other means of communication can be used to cultivate the depositor’s good will. 


AND REMEMBER 
A Teller’s Inquiry Regarding a Customer’s Balance Is More 
Than an Ordinary Conversation—It Is a Request for Author- 
ity to Pay Out Money or to Discredit a Depositor’s Check! 


ONLY 
One Misunderstanding, When A Verbal Means of Commu- 


nication Is Used, Will Cost the Bank a Lot of Money and | 


No Record Will Remain to Fix Responsibility for the Loss! 


BUT 
THIS CAN NEVER HAPPEN WITH TELAUTOGRAPHS!! 


It is to receive such protection that hundreds of banks now use the telautograph. It can be easily | 


adapted to your requirements and will work with the same efficiency regardless of whether your 


tellers are separated from the bookkeepers by a wall, several floors or, as in the case of a branch 


office, by several miles. 


Interior Installations Cost But 28 Cents Per Day For Each Station—Those | 
Between Main Office and Branches 50% Higher—45 Branches at your Service | 


SEND FOR OUR FREE BOOK—"G. B. 36’”—OUR MAN OR BOTH. NO OBLIGATION 


TELAUTOGRAPH (:2%.) CORPORATION | 


16 WEST 61st STREET, NEW YORK CITY 45 BRANCH OFFICES 
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How States Tax Bank Shares’ 


Is your state as fair in taxing bank shares as are the others? If not, 
the table herewith may be helpful in getting your tax laws adjusted. 








Thirty-five states now 
tax the shares of stock 
in national banks, while 
eleven of the others levy 
an excise or franchise 
tax measured by or according to net 
income from all sources. Vermont 
taxes deposits as well as the divi- 
dends paid to shareholders and Wis- 
consin taxes net incomes of national 
banks. 

Because of the restrictions arising 
out of the ‘‘other moneyed eapital’’ 
clause in Section 5219, state banks 
usually are taxed in the same man- 
ner and at the same rate as national 
banks. However, more than half of 
the states also require them to pay 
license fees, franchise taxes, or cor- 
poration income taxes in addition to 
the share taxes required of all banks 
as the agents of their shareholders. 
National banks cannot be compelled 
to pay these additional fees and 
taxes because they are not provided 
for in the federal statute.?) 
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Manner Of Assessment 


Congress has never attempted to 
prescribe the exact procedure for 
assessing national bank shares. So 
long as the general rules laid down 
in Section 5219 are obeyed, each 
State may assess these shares in any 
manner it pleases. This means that 
there is no uniform rule as to the 


By L. R. BLOOMENTHAL 


Attorney at Law, Chicago 


method of valuation, allowable de- 
ductions or the actual rate of tax 
levied against them. The methods 
by which national banks operating 
in dependencies and possessions of 
the United States may be taxed are 
not mentioned in the statute, but it 
was decided in a recent case that 
they cannot be taxed any differently 
than they are in the various states. 
A tax on the capital and deposits of 
national banks doing business in the 
Philippine Islands was declared in- 
valid because the banks already were 
paying a tax on their net incomes.) 


Methods Of Valuation 


There are about six different 
methods by which bank shares are 
valued for taxation. One-third of 
the states taxing bank shares use 
‘*book-value’’ while ‘‘ market value’’, 
‘‘par value’’, ‘‘full value’’, ‘‘true 


value’’ or ‘‘ fair cash value’’ are used 


by the other states. A few states 
which assess shares at their ‘‘true 
value’’ also require local assessors to 
consider book or market value as 
evidence of their worth. If there are 
no specific provisions in the revenue 
laws, the market value of shares in 
the place where the bank is located 
is considered to be the fairest test of 
(1) Austin v. City of Seattle (1934)—Wash— 
30 P (2d) 646. 


(2) Posadas, Collector, etc. v. National City 
Bank of New York (1936) 296 US 497, 56 S. 
Ct. 349. 
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their ‘‘true value.’’ However, expe- 
rience has shown that book value is 
probably the most satisfactory basis 
of assessment. 

Small banks frequently are 
‘‘elosed corporations’? and their 
stock may not have a market value 
because it is closely held among a 
small group of people, usually the 
officers and directors. Even if the 
bank is quite large and there is an 
active market for its shares, ‘‘mar- 
ket value”’ still may be considerably 
more or less than their actual value 
and therefore, may not reflect in any 
way the true financial condition. 

Then, too, market values fluctuate 
and the assessor either must use the 
market value on the date of assess- 
ment or compute an average over a 
period of time. But, when the value 
of stock as shown on the books is 
taken as the basis of assessment, 
most of this uncertainty is removed. 

In the first place, the factors used 
in ecaleulating book values are a 
matter of public record and the 
assessor need only examine the 
latest published report of condition 
to determine the amount of the paid- 
in capital, surplus and undivided 
profits. This is a much simpler and 
less expensive procedure than that 
involved in determining market 
values. 

Some authorities who prefer the 
assessment of bank shares at their 








Ad Valorem Taxation Of Bank Shares 
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State CITATION TAXATION METHOD PAYMENT METHOD 
Rev. Code Basis Bank must pay to State Tax 
Supp., Shares are assessed as intangible property at ‘‘full|}Commission and is given a lien 
1934 cash or fair market value” as determined from sum of|on the shares. Share tax is in 
Ch. 75, Sec surplus, undivided profits, reserves, and dividends.|lieu of all other taxes for state 

q@ |3192Z32 Market value considered as evidence. By agreement,|purposes; dividends cannot be 

Z% |33, 34, 40 75% of value is used as basis of assessment. taxed. 

° Allowable Deductions 

N |(Laws Real estate separately assessed and taxed may be|Note: Banks now pay income 

= 1933, Ist deducted by all banks; state banks also may deduct/tax in addition to share tax 

< sp. sess., other tangible property already taxed because intangibles tax was 
Ch. 16) No deduction allowed for indebtedness of share-jdeclared invalid. Otherwise 
holders. would have to pay general 
Rate property tax rate on shares. 
12 mills 

Cc. & M. Basis Bank must pay to County. 
Digest Assessed at 50% of full ‘value in money”’ as deter-|Can then recover from share- 

Ee (1921) mined by adding together capital, undivided profits,/holders or deduct from future 

q |Sec. tax exempt securities of United States government and|dividends. Taxes are lien and 

m |9945- State of Arizona and the amount of money borrowed|bank must be repaid before 

z 9952 by or deposited with bank for fixed term, not subject|shares can be transferred. 

i to withdrawal on demand. (State banks pay income 

ae tax and franchise tax). 

< Allowable Deductions 

Assessed value of real estate owned by the bank. 
Rate 
Same as that levied on all other property. 

° Comp Basis Bank must pay to County as 
Laws Assessed at market value, but if it has no marketjagent of shareholders. Can 
1921, value, then at book value. (State banks pay corpora-|repay itself from dividends. 
Sec. 7450- tion license tax). Failure to pay tax makes bank 

° 7453 responsible and its lands may be 

= Note: Effective June 2, 1937, this tax is repealed andjsold or its moneys, goods and 

4 an excise tax measured by total net income is imposed|personal effects distrained for 

in lieu thereof. payment thereof. 
Gen. Basis Tax must be paid to State 
Statutes Assessed at fair market value on October Ist of each|Treasurer. No provision is 
wz |Rev. 1930 year. made for bank to repay itself. 

y, |Sec. 1272 

© |Supp. 1935 Note: Effective June 30, 1937, this Act is repealed and 

© |Ch. 66b, Sec. ja franchise tax measured by net income is imposed 
418c, 421c. vee all banks. 

Rev. Code Basis Bank may (but not compelled 
1935, Assessed at ‘‘true value’’ which really is book value|to) elect to pay tax and thus 
Sec. 2316 as determined by adding together capital, surplus and|relieve shareholders of assess- 
to 2324, undivided profits and dividing the result by the number|ment. May withdraw _ this 
incl. of shares outstanding. election after tax for any year 

a is paid. While it is in force, 

< Allowable Deductions State of Delaware may collect 

= None. unpaid tax from bank by dis- 
< tress or action of debt together 

B Rate : with penalty of 1% for each 

a t of 1 per cent of value (2 mills) month or fraction thereof after 

October Ist that it remains un- 
paid. Unless bank elects to 
pay tax it must make public list 
of shareholders and number of 
shares held by each. 
Comp. Gen. Basis Banks pay to County and 
Laws Perm. Taxed as intangibles at true cash value even though/deduct from dividends. 
< |Supp., Sec. the law does not expressly apply to bank shares. 50% 
= 1041(3) to of value reported usually taken for assessed valuation. 
1041(11) Allowable Deductions 
° None 
E te 
2 Mills. (Law imposes license tax on state banks, 
but it is not enforced.) 
Laws 1935 Basis Bank must pay to County and 

s No. 360, . Legally supposed to be assessed at market value,|is subject to 10% penalty if it 

Ss Sec. 11 which includes surplus and undivided profits. Injdelays longer than 90 days after 

aa practice, assessment is based on book value of shares.|due date. 

° Allowable Deductions 

Jl Assessed value of bank’s equity in real estate. 

te 
Same as that on all other property. 

-H. Rev Basis Bank must pay taxes to County 
aioes. Legally supposed to be assessed at “fair cash value’’,jas agent of shareholders and is 
1935, Ch. which is the price it would bring at a fair, voluntaryjentitled to repayment out of 

@ 1/120, Sec. sale. Practice is to equalize all assessments at 37.39% |dividends. If dividends are 

© /39 to 40, of full value in Cook County and from 25% to 50%|paid over without paying tax, 
incl. in other counties. statute imposes liability for the 

Allowable Deductions tax on officer responsible. 
Assessed value of real estate owned by bank in|/Shares may be sold by tax 
— in which it is located. collector to satisfy tax claims. 
te 
Same as that on all other property. 
Burns Ind Basis Bank must pay taxes to County 
Stat. Law requires shares to be assessed upon book valueljunless it elects in writing not to 
1933, Sec. based on the total of capital, surplus and undividedido so. If it elects not to pay, 
< |64-801 to profits. then list of shareholders must 
- 64-819 Allowable Deductions be furnished to County officials 
rt Book value of real estate owned by bank. In recent|who assess the tax. Only those 
aa years, practice has been to allow deductions from 80%|banks electing not to pay the 
Zz of full value of assets. taxes can recover them from 
Rate shareholders or deduct from 
25 cents per $100 of value or fractional part thereof.|dividends. 
(State banks also pay 1% tax on gross earnings). 
Code Bank must pay the tax to 
1935, Shares assessed at the same ratio of book to actual|County and has a lien on stock 
Sec. value as the assessed valuation of real estate in the|and dividends to reimburse it- 
6998 same taxing district generally bears to its actual value.|self. If unpaid dividends are 


Generally, ratio is about 60% of actual value. insufficient to cover amount of 
Allowable Deductions the tax bank may sell shares if 
The amount of capital stock, surplus and undivided|not reimbursed within 30 days 
poume actually invested in real estate owned by thelafter notice to shareholder. 
yank and in shares of stock of corporations owning only 
the real estate on or in which bank is located may be 
deducted from book value of shares. 
Deductions for debts not allowed. 
te 





Taxed as money and credits at 5 mills upon the dollar. 





market value argue that using book 
value gives the banks an opportu- 
nity to reduce share taxes by writing 
off a part of their real estate loans 
or other assets. This argument is 
weak because it overlooks the strict 
control exercised by state and fed- 
eral bank examiners over the valua- 
tion and write-off of assets. 

Once the book or market value of 
the capital structure is known, eal- 
culating the actual tax becomes 
merely a problem of simple arith- 
metic: After the capital, surplus 
and undivided profits are added 
together, allowable deductions are 
taken and the remainder is multi- 
plied by the prevailing tax rate on 
bank shares. 


Summary Of State Laws 


A summary of the laws on taxa- 
tion of bank shares is presented in 
the accompanying table showing 
both the methods of taxation and the 
manner in which payment must be 
made. 


Book Value 


Since the book value of shares 
may be either more or less than their 
market value, several states includ- 
ing Nebraska, and West Virginia 
instruct their assessors to adopt a 
compromise valuation. In_ these 
states, the taxing officials consider 
both book and market values, in 
order to arrive at the ‘‘true’’ or 
‘‘real and actual value’’ of bank 
stock. 

Colorado had a somewhat different 
arrangement. Normally, all bank 
stock was assessed at market value, 
but if it had none, then book value 
was used. However, the Colorado 
share tax was repealed a few months 
ago and the banks must now pay an 
excise tax measured by net income. 
Louisiana expressly provides that 
shares of stock in state and national 
banks are to be assessed on the basis 
of their book value as shown in pub- 
lished reports to the Comptroller of 
the Currency and the State Bank 
Commissioner. 

In several states, shares are as- 
sessed on a modified type of book 
value. According to the compiled 
statutes of New Mexico, the value 
of bank shares is determined in the 
usual manner by adding undivided 
profits and surplus to the capital. 
However, a portion of this surplus 
equal to 50% of the capital is de- 
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ducted before the tax is computed. 
North Dakota follows the same plan, 
but exempts surplus up to 100% of 
the bank’s capital. Wyoming and 
New Hampshire both assess shares 
at ‘‘par value’’ without including 
surplus or individual profits. 

Obviously, the purpose of these 
exemptions is to encourage the ac- 
cumulation of a large surplus. This 
is supposed to strengthen the posi- 
tion of the bank, but it may have an 
entirely different result, especially 
if a bank should reduce its outstand- 
ing capital stock and transfer assets 
from the capital account to surplus 
in order to reduce the tax on its 
shares. When this is done, the liabil- 
ity of the shareholders is reduced 
accordingly, and the security of the 
depositors is lessened. For this rea- 
son, most states do not exempt sur- 
plus and undivided profits in com- 
puting the book value of bank 
shares. 

The law in Pennsylvania is dis- 
tinct from that in nearly every other 
state. It makes book valuation the 
basis of assessment, but combines 
this with a requirement that the 
value of shares may never be higher 
than their current market value. In 
Illinois, bank stock is supposed to 
be assessed at ‘‘fair cash value”’ 
which is the price it would bring at 
a fair voluntary sale; actually all 
assessments are on the basis of 
37.39% of this value in Chicago and 
Cook County, while other counties 
use different percentages ranging 
from 25% to 50% of full value. 


Deductions Allowed 


Theoretically, a tax on bank shares 
is a tax on the personal property of 
the stockholders. The fact that it is 
paid by the bank in their behalf does 
not change it into a tax on the busi- 
ness or property of the bank itself. 
The important practical distinction 
between a tax on the bank and a tax 
on its shareholders is that the shares 
of stock in a national bank are tax- 
able, but the money and property 
possessed by the banks, except real 
estate, is exempted. 

Under our system of government, 
no corporation or individual is sup- 
posed to be taxed twice in the same 
year on the same property by the 
same taxing body. However, in the 
ease of national banks, it is not con- 
sidered double taxation when they 
are required to pay a tax on their 
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State 





Gen. State. 
1935, 

Sec. 79- 
1101 


See also 
Intangibles 
Tax Act of 
1931. 


Sec. 
79-3108, 
etc. 


KANSAS 


Ky. Stat. 
(8th Ed.) 
1936 Rev. 
Sec. 
4019a—10; 
4092 





KENTUCKY 


Gen. Stat. 
1932; Cum. 
Supp. 1935, 
Sec. 685 
to 688, 
incl. 





LOUISIANA 


Rev. Stat. 

1930, 

Ch. 12, 

Sec. 76— 
78 


MAINE 


Ann. Code Basis 


1935 
Supp. 
Art. 81, 
Sec. 
6(6), 15, 
17, 19 


MARYLAND 


Comp. L. 

1935 Supp. 

Sec. 3395, 
3402 


MICHIGAN 


Mason's 
Stat. 
1927, 
Sec. 
2026 


MINNESOTA 


Sec. 3138- 
40 





MISSISSIPPI | 


CITATION 


Carroll’s 


Code, 1930 Basis 


Ad Valorem Taxation Of Bank Shares 


TAXATION METHOD PAYMENT METHOD 












‘ Bank pays tax to County and 
Assessed at true value as determined by law. has a lien on the shares. 
Allowable Deductions rty of jndividual share- 

Assessed value of real estate purchased in fee simplejholders becomes liable if bank 
with any portion of the capital stock is deducted fromifails to pay. Must pay tax 
gross value of shares. Banks legally entitled to deductjunder protest and appeal to 
a securities and mortgages on which tax has|State Tax Comm. before filing 
been paid, but are not doing so. suit to contest validity of any 
Rate such tax. 

According to bank tax statyte, same as that on all 
other property. However, State Tax Comm. has ruled 
that 5 mill rate levied on “money, notes and other 
evidences” by Intangibles Tax Act of 1931 must prevail. 


Banks pay taxes to all of the 
various taxing authorities and 
can reimburse themselves. 


Assessed upon fair cash value as defined by law. 
Allowable Deductions 

Assessed valuation of real estate in Kentucky may 
be deducted from total value of capital, surplus and 
a profits. 

te 























Taxes are payable to State, County and Municipali- 
ties on fair cash value at following rates: 
State 50c per $100 (5 mills) 
Counties 20c per $100 (2 mills) 
City 20c per $100 (2 mills) 
Schools 40c per $100 (4 mills) 


; . Bank must pay and is entitled 
Book value of national banks as shown in published/to collect from the shareholders. 
reports to Comptroller of Currency and of state banks 
as shown in report to state bank commissioner assessed 
at same percentage of actual value as other property. 
(State banks also pay income and license taxes). 
Allowable Deductions 

(1) Book value of real estate owned by bank. 

(2) Preferred stock actually owned by any agency 
of United States government. 

(3) Capital stock and obligations of any wholly 
owned corporation substantially all of whose assets 
consist of all or any of the following: 

(a) real estate acquired for debt 
(b) building or buildings housing main or branch 
banks 
(c) land on which bank is situated 
(d) a and fixtures used in connection with 
anks. 


Same as that on other property. 


Basis 


Tax is paid to State Treasurer 
Assessed upon book value. 


(Savings banks pay|by banks and is in lieu of all 


franchise taxes, also). other taxes on said stock. May 
Allowable Deductions be charged pro rata to the 


Assessed value of real estate, vaults and safety|individual stockholders. 
gonosit equipment. 
te 


15 mills on the dollar. 


, , , Tax must be paid by banks 
Actual cash value is basis of assessment. This can|whether or not dividends are 


never be less than total value of real estate and tangibleldeclared, but may obtain re- 

personal property owned in Maryland. Market value |imbursement by reducing divi- 

net income and net value of assets are considered. dends or any other amount later 

Allowable Deductions due shareholders. 

(1) Assessed value of all real estate. 

(2) Net assessed value of shares of national bank or 
other corporation situated in Maryland held for 
more than 6 months prior to January Ist. 

(3) Stated proportion of value of certain stock debt 

Rs of Baltimore when shares are taxable there. 

te 


Regular state rate plus maximum of $1 per $100 of 
assessed valuation for county and/or city taxation. 


: 7 Bank may (but not compelled 
Shares assessed at their cash value as determined by|to) pay tax. Otherwise, tax is 


law. (State banks pay franchise taxes, also). assessed against individual 

Allowable Deductions shareholders at location of 
(1) Assessed value of real estate owned or leased by|bank. If shareholders live in 

bank and of any building erected upon leased land for|same county as bank is situated 

which it is obligated to pay taxes. then tax is assessed at their 
(2) Amount actually invested in stock of corporation|actual residence. 

owning bank premises. 

(3) That proportion of tax-exempt securities as the 

total capital assets bear to total capital assets plus 

deposits. 

Rate 

Same as that on other property. 


. Bank is authorized to deduct 
Assessed upon basis of 3344% of true and full value|tax from annual earnings before 


as determined according to law. declaring dividends and may 
Allowable Deductions : charge amount paid to its 
Book value of legally authorized investments in realjexpense account. 
estate in Minnesota. 
Rate 
According to bank tax statute, same as that on other 
However, because “ competing capital’ was 


. Sup. Ct. has ruled that bank tax is invalid. 
Therefore, taxes were compromised for 1935 and 1936 
at 75% of full amount. 


F Bank must pay tax as agent of 
_ Each share is assessed at par value plus a propor-|shareholders. May charge such 
tionate share of surplus and undivided profits; this is|payment to either the profit or 
the same as book value. Shares worth less than parjexpense account of the bank or 


are valued accordingly. to each shareholder individu- 
Allowable Deductions ally. 


Assessed value of real estate. 
Rate 


Same as that on all other property. 






































State 


MONTANA MISSOURI 


NEBRASKA 


NEW MEXICO A NEW JERSEY al HAMP. 


NORTH CAROLINA 


NORTH DAKOTA 









CITATION 


Rev. Stat. 

Ann. Supp. 
1934, Sec. 

9765 


1929, 
Sec. 77-702 
C. 8. 1931, 


L, 1933, 
Ch. 115 


Ch. 
L. 1335, 
Ch. 210 


Comp. Stat. 


1929, 


— 1935, Basis 


7971 (59) 


191.1925 
Sec. 2115; 
Laws 1927, 
Ch. 97; 
Laws 1931, 
Ch. 294 


= 
S 


Ad Valorem Taxation Of Bank Shares 


Comp. Stat. 


L. o/- 








TAXATION METHOD PAYMENT METHOD 
Bank must pay tax and may 
of “actual cash|recover from shareholders or 
value”, or “true value in money but actually|deduct from dividends; is given 
assessment is on 60% thereof. Valuation is based onla lien on shares and must be 
surplus, reserves, undivided profits and all otherjrepaid before they can be trans- 
‘values’ owned by bank. (State banks also payjferred. Failure to comply with 
income and franchise taxes). statute subjects president or 

Allowable Deductions other chief officer of bank to 

(1) Assessed value of real estate. 

(2) Shares of stock in other corporations. 
tion (maximum) allowed for stock in any one 
corporation i % of capital, surplus and 

ndivided profits of the bank. 






























Basis 
Supposed to be assessed at 100% 


Rate 
Same as that on other property. 


Banks pay tax and are given 
National bank shares and moneyed capital of statejright to recover from share- 
banks are taxed on basis of 30% of true and full value./holders and a lien upon the 
(State banks also pay corporation tax). stock and future dividends. 
Allowable Deductions 
(1) = — poe 4 deduct book value of real estate 
8. 

(2) State banks ma a also 

(a) amount of its 

(b) borrowed Pasa om 

(c) all other property taxed to the bank in 

Montana. 


te 
Same as that on other property. 


i Bank must pay tax and has a 
According to law, shares assessed at “‘true value” asjlien on shares. Such taxes are 
determined by assessor from considering both marketjin lieu of all other taxes on 
and a values. Assessed valuation may be as lowjintangible property of bank and 
as 65% of ‘‘true value”, however. those shares in the hands of 
Alloweble Deductions stockholders. 

Any real estate or other tangible property which is 
assessed separately. Deduction is m le on basis of 
either book or assessed value, whichever is lower. 

Tax exempt securities may not be deducted. 


te 
8 mills on the dollar, taxed as intangibles. 


Bank must pay tax and will be 
, re to law, assessed at “full cash value”’ asjliable for penalties of 3% per 
of May Ist. Actually, assessed valuation may be as|month and a flat penalty of 
low as 40% of full cash value. 15% if it fails to make such 
Allowable Deductions payment. Lien on stock is 

Real estate; also mortgages owned by bank on whichijgiven to bank to secure repay- 
hg agreed to pay taxes. ment of tax. 

te 


Same as that on other taxable “moneyed capital” in 
the hands of citizens. 


Basis Bank must pay tax to towns or 
Shares of common stock assessed on par value.|cities where shareholders reside 
Preferred shares are exempt from taxation. in proportion shares owned by 
Allowable Deductions residents bear to total 
None. 
te 
1 per cent (10 mills). paid to town or city in which 
bank is located. 
Shares assessed to shareholders 
shown in list furnished by bank 
and it must pay tax for them 


Basis 
Common stock is assessed at “true value” 
according to law, is the same as “book value”’. 
Preferred shares are exempt. on demand by County officials. 
Allowable Deductions It is given a lien on shares and 
Assessed value of real estate owned directly by the/the right to deduct tax from 
bank or through a wholly-owned corporation. future dividends. However, it 
Also, the aggregate par value of all preferred stock|can escape filing list of share- 
is deducted from capital assets as they are exempt. |holders by agreeing to pay the 


Rate tax. 
0.75% (7% mills). 


which, 


Bank pays taxes as agent of 

Undivided profits plus surplus in excess of 50% ofj|shareholders; is authorized to 
the capital is added to par value to determine thejdeduct amount of taxes due in 
value at which shares are assessed after allowablejthe future from annual earnings 
deductions are made. (Municipalities impose license|before declaring any dividends; 
fees). also, can charge amount of 
Allowable Deductions i 


taxes paid to its expense 
a value of real estate. account. 
te 


Same as on other property. 20 mills. 


Bank must pay tax to County, 
Shares assessed at “true value in money” as shownjbut is assessed by State Tax 
on books, but State Tax Board may increase or|\Comm. Ten per cent penalty 
decrease book value if necessary to ascertain ‘‘truejis charged against both the 
value.”” (State banks taxed on income). bank and the officer in charge 
Allowable Deductions if payment is not made when 
(1) Assessed value of all real estate in same county|due. 
and of land and buildings in which bank is} Taxes paid, with interest, 
located. may be recovered from share- 
5% of bills and notes receivable may be deductedjholders or charged against 
to cover bad debts. dividends 
Investments, at their actual cost, in N. C. State 
Bonds, U. 8S. Government Bonds, joint-stock and 
federal land bank bonds, which were owned 
continually for at least 90 days prior to April Ist 
of current year. 
Rate 
Same as on other property. 


(2) 
(3) 


Bank pays tax to County. 
Shares assessed on par value plus pro rata share of 
surplus and undivided profits, or “book value” 
Tax assessed upon 50% of full value of shares. 
Allowable Deductions 

Net —— of investment in real estate and taxable 
personal erty ere] surplus in an amount equal to 
nat of ’s capital. 


ye as other property. 











real estate and then a share tax 
based on a valuation which includes 
the value of this very same property, 
In other words, the bank is paying 
two different taxes on two different 
interests in the same _ property. 
Therefore, it is optional with each 
state whether or not real estate 
values shall be deducted from the 
capital structure before computing 
share taxes. If it is the policy of a 
particular state not to grant deduc- 
tions, there is nothing the share- 
holders can do about it. Of course, 
the same deductions must be allowed 
in taxing national bank shares as are 
permitted to other investments com- 
ing within the Supreme Court’s def- 
inition of ‘‘other moneyed ecapital”’ 
competing with the business of na- 
tional banks; otherwise, there would 
be an unlawful discrimination 
against these banks. ‘* 

At the present time, all but five 
of the states taxing bank shares per- 
mit certain deductions before the 
tax is levied. New Hampshire, 
Rhode Island, and Delaware in the 
East, Ohio in the Middle West, and 
Florida in the South are the only 
states in which no deductions are 
allowed. 

This is not quite as unfair as it 
might seem since all of these states 
impose low rates ranging from two 
to ten mills on each dollar of assessed 
valuation, while most of the states 
permitting deductions have much 
higher rates. Moreover, in New 
Hampshire, the surplus and undi- 
vided profits are not included in the 
valuation on which shares are taxed. 
Since the burden of taxation is con- 
siderably less in these five than in 
the other 30 states, it is only fair to 
deny banks the benefits of any de- 
ductions which might further reduce 
the tax on shares. 


Preferred Stock 


Although a large percentage of 
the preferred stock issued to the 
Reconstruction Finance Corporation 
has already been retired, the out- 
standing shares still present certain 
problems in taxation. Prior to 
March 20, 1936, there was no statute 
expressly permitting or forbidding 
state taxation of bank owned by the 
Reconstruction Finance Corporation. 
The whole matter was in a state of 








(3) 1st State Bank of Mountainair v. State Tar 
Comm. (1936) , 59 P. (2d) 667. 
See “State Taxation of Banks” Bankers 


Monthly, Sept. 1937. 
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uncertainty until the Supreme Court 
ruled that preferred shares of na- 
tional bank stock subscribed for and 
owned by the R. F. C. were taxable 
by the states in which the banks 
were located. The Court reasoned 
that by enacting Section 5219, Con- 
gress had consented to the taxation 
of national bank shares and that 
this consent had never been can- 
celled or limited; therefore, the 
shares were still taxable even though 
in this particular instance, the share- 
holder happened to be an agency or 
instrumentality of the federal gov- 
ernment. ‘4? 

However, shortly after this deci- 
sion, by the Act of March 20th, 
1936, Congress expressly forbade 
taxation of preferred stock of state 
and national banks and trust com- 
panies. Since this Act applies to the 
United States as well as to the state 
and local governments, preferred 
shares are totally tax exempt so long 
as the Reconstruction Finance Cor- 
poration continues to own them. 
Consequently, their value may al- 
ways be deducted before state taxes 
on bank shares are levied. In fact, 
this is the only deduction which is 
and must be granted by all states 
regardless of their own local taxing 
policies, >) 


Pennsylvania Rule 


Pennsylvania taxes banks on the 
full value of all their assets without 
any exemptions. Trust companies 
are entitled to deduct the value of 
shares owned by them in corpora- 
tions paying or exempted from the 
Pennsylvania capital stock tax. In 
1935, this tax was challenged in the 
ease of Schuylkill Trust Co. versus 
Commonwealth. ‘® 

The Supreme Court of the United 
States decided that national bank 
shares owned by trust companies in 
Pennsylvania could be deducted be- 
fore any tax was levied on their 
“capital stock’’. A majority of the 
Court ruled that these shares already 
had been taxed once to the share- 
holders when the bank paid the 
regular Pennsylvania share tax and 
that they could not be taxed again 
in the hands of the individual own- 
ers aS a part of their assets or per- 


(4) Baltimore Nat’l. Bank v. 
{ieee 297 US 209, 56 


State Tax Com. 
S. Ct. 417, 80 L. 


(5) 12 US Code 51d, Act of Mch 20, 1936; 
Ch, 160, P. 1, 49 Stat. 1185. 


(6) (1935) 296 US 113, 56 S. Ct. 31. 
(Continued on page 680) 
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| TEXAS | TENNESSEE | SOUTH DAKOTA 


1962, 3244; 
4764, 4821 
Act No. 60, 
Laws 1937 


Art. 7166 


Tax Code 
Sec. 89- 
97a, inc. 


Code 1932, 


Code 1930, Basis 


Ad Valorem Taxation Of Bank Shares 


TAXATION METHOD 





























































Bank pays tax for shareholders; 
is given lien on shares and all 
other funds of shareholders in 


Shares assessed at book value as intangibles property. 
(State banks also pay franchise tax). 


Allowable Deductions its possession for reimburse- 
None. ment of the amount paid, with 
Y me legal interest. Also, may charge 

mils. 


: Banks pay tax to State Revenue 
Shares assessed at book value, but valuation may|Department. This tax is in 
never be higher than current market value. Taxed asjlieu of all others upon the shares 
i i and all other assets, except real 
estate. Lien on stock is given 
None granted to banks. Trust companies entitled to bank. 

to deduct value of shares in corporations paying or 
omowd from Pa. Capital Stock tax. 


All banks—8 mills for 1936, 1937, 1938; 4 mills 
thereafter. 
Trust companies—8 mills (permanent rate) 


Tax is assessed to shareholders, 


Assessed at “fair cash” or market value. (State/but bank is notified 


banks pay flat rate franchise tax). 
Allowable Deductions 
aaa 


State—40c per $100 or 4 mills. shares to be transferred before 
City—additional levy or 5c for each $100 of assessed|tax is paid. 5 
‘valuation, or 1 mill. 


Basis Bank required to pay tax; it is 
Shares supposed to be assessed at “true value injunlawful to pay dividends or 
money”’, but common practice is to assess it at 42%|permit transfer of shares so long 


of such value. as taxes remain unpaid. 
Allowable Deductions 


Book value of real estate and investments in U. S. 
bonds, certain other tax-exempt obligations of the 
State or its political subdivisions and bonds of Federal 
Land Bank of Columbia, up to a total of 25% of the 
capital and surplus. However, these securities must 
have been owned absolutely and in good faith con- 
ey for at least 6 months. 


Same as on other property. 
Note: Act of May 19, 1937, substitutes excise tax 
measured by net income in lieu of share taxes. Banks 
have agreed to pay excise tax for year 1937. 
Basis 


Bank must pay tax. Any 
Assessment in on “true full value” 


which is thejofficer authorizing payment of 
same as book value in this state. (State banks pay/dividends before taxes are pai: 
ross income tax). a personally liable to 
iowable Deductions pay it County treasurer may 
Book value of real estate is deductible from ‘‘aggre-|sel shares to satisfy unpaid 
_ amount”’ of capital. tax bill. 
te 


According to statute, value of shares represented by 
surplus and undivided profits are to be taxed at same’ 
rate as money and credits, while the balance is taxable 
at general property rate. Courts, however, have 
decided that full value is taxable at 4 mills, the rate 
for money and credits. 


Basis Bank must pay taxes regardless 
Assessment is on “actual cash value’’ as determined|of whether there are any divi- 
by market value or any other available evidence.jdends or earnings due to the 
(State banks pay income and franchises). stockholders; it is given a prior 
Allowable Deductions lien to enforce repayment. 
Assessed value of all real and personal property} County may attach and sell 
~~ taxed. shareholder's interest in shares 


on which tax has not been paid. 
Same as on all other property. 


Banks must pay tax and are 
./forbidden to pay dividends or 
permit transfer of shares while 


tax is unpaid. Taxes are a lien 
on the shares. 


“Actual value” of shares is their value for taxation 
(State banks ae pee franchise tax). 
Allowable Deductions 
Assessed value of real estate. 
Rate 
Same as on other property. 


Bank must pay tax to State, 
z . on “actual value” ascertained by totallingjand cities and towns according 
apital, surplus and undivided profits, including the|to their respective rates; this 
alues of any stocks in other banks. (State banks|tax is in lieu of all others upon 
Mee annual registration tax). these shares. 
lowable Deductions Tax is a first lien having 
Assessed value of real estate owned directly or — over all other liens 
through a holding ———- which is taxed in Virginia.|howsoever obtained. Bank 
Shareholders not entitled to any deductions for Se . a dividends or other 
indebtedness or any other reason whatsoever. stockholders in its 
Rate aA to payment of the 
State rate is 1% or $1 per $100 of valuation. tax. 
Cities and towns of less than 10,000 population can 
levy additional taxes: 
(a) Cities—40c per $100 or 4 mills. 
(b) Towns—80c per $100 or 8 mills. 
Taxes must be paid by bank 


Basis 
Assessed at “true” or “real and actual value”jand may be deducted from 
ascertained according to best information available.jdividends or recovered from 
Assessor considers book value, sales and information|shareholder with legal interest. 
submitted by bank officials under oath. (State banks/Failure to pay on time makes 
gross income and franchise taxes). official in charge as well as the 
Allowable Deductions bank itself liable for the taxes 


Basis" Bank pays tax to County and 

Preferred stock is exempt. the amount paid becomes a lien 

Common stock assessed at “par value” only.jagainst all profits accruing to 

Surplus and profits are not included in valuation of|shareholders. 

shares. (State banks pay license taxes). This law does not apply to 

Allowable Deductions loan and investment companies 
Assessed valuation of all real estate in Wyoming|not accepting deposits. 

owned by the bank in fee simple. 

Rate: Same as on all other property. 


Challenges 


i ARE in a period marked 

by great industrial unrest. 

It is easy to say, as some 
employers do, that this unrest is the 


work of agitators—of ambitious 
leaders seeking power, who have 


seized upon the period of business 
recovery, when industry needs con- 
tinuous operation to make up the 
deficits of depression years, as a time 
favorable for organization by meth- 
ods of force. 

No doubt there is opportunism in 
the present aggressive labor leader- 
ship, but I am not willing to believe 
that leadership is entirely respon- 
sible for the unrest which prevails 
among industrial workers, particu- 
larly in view of the fact that most of 
the clashes have involved workers 
receiving the highest rates of pay 
and having the best working condi- 
tions. These are the most intelligent 
men in our whole industrial army. 
They could not be led if they did 
not have some basic, underlying 
eause for discontent. 

There’s something wrong in the 
picture somewhere, and industry has 
no more imperative task than that of 
locating the trouble. 

It is my belief that an important 


Residential Building 


Industry 


This article is, definitely, a challenge. We are not 
asking you to take sides—we are not taking sides 
ourselves. But we do believe that here is a meaty 
article that all of us can set our teeth into—because, 
as bankers, we are all interested in the building 
industry as an economic unit and in the whole labor 
situation as a sociological and economic problem. 


cause of the dissatisfaction is to be 
found in the housing situation. 
Nothing affects a man more than the 
home he is able to give his wife and 
family, be that home a tiny rented 
apartment or a real house, with gar- 
den and lawn and a playhouse for 
the youngsters. 

After all, what any of us is inter- 
ested in is what the economists eall 
real wages. The average worker 
might not know what you mean 
when you talk to him about real 
wages, but he knows that shelter, 
food, and clothing are his first con- 
cern. If he ean earn enough to be 
decently housed according to his 
standards, to clothe and feed him- 
self and his family well, and to have 
something left for some of the things 


In an age of machine efficiency, residential building con- 
tinues to be, fundamentally, a hand-operation process. 


Ewing Galloway photo 
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he and they want but do not actually 
have to have, he is fairly well con- 
tent. But if he is unable to have 
enough of the right kind of neces- 
sities, or if having them deprives 
him of the ability to obtain the com- 
forts and conveniences of modern 
life, it is pretty easy to convince him 
that he is not getting a fair break 
and that he is entitled to do some. 
thing about it. 

Housing is by all odds the weakest 
link in our chain of economic devel- 
opment. While everything else we 


buy to eat or wear or use has become | 


more plentiful and less expensive in 
relation to our incomes, while inven- 
tive genius and industrial develop- 
ment have put within the reach of 
the most humble many comforts 
which would have been considered 


the wildest extravagances a few det. | 


ades ago, housing has cost progres- 
sively more and more. 


In his excellent book on ‘‘The 


a 3 at 


Economies of Shelter’’, A. F. Bemis | 


shows that in 1775, when the United 
States was just beginning its history 
as a nation, food took 56% of the 
family budget, clothing 16%, shelter 
12%, fuel and light 8%, and other 
expenditures 8%. Through the years 
which have intervened, 


represented but 38% of the family 
expenditure. Clothing, 


food has § 
steadily dropped until in 1931 it § 


5 as aa tht beets dk 





although we § 
all know it increased in quantity and 7 


variety, dropped in comparative cost J 


until it represented but 13% of the 
budget. Fuel and light dropped to 
6%. But shelter rose until it repre 
sented 19% of the family cost. 
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By 
GEORGE T. TRUNDLE, JR. 


President, The Trundle Engineering Co., 
Cleveland, Ohio 





Eight Pertinent 
Quotations 


An important cause of the 
(present labor) dissatisfaction is 
to be found in the housing situa- 
tion. 





Housing is by all odds the 
weakest link in our chain of eco- 
nomic development. 

— 

Residential construction has 
stood still while every other craft 
was advancing . . . there has been 
no cutting of manufacturing 
corners . . 
instead of down, 

—_— 

Building a house still consists, 
in the main, of cutting expensive 
materials into pieces and putting 
the pieces together again—all by 
hand. 

— 

Lack of teclinological improve- 

ments and the unpredictable fac- 


. costs have gone up - 







tors of obsolescence have in- 

creased the restrictive conditions 

surrounding home financing. 
—_—vo— 

By the use of mateyials now 
past the pioneering stage, we can 
build inestimably better houses 
for less money, applying volume 
production principles that have 
worked on other industrial prob- 
lems. 

amgpen 

A substantial step toward indus- 
trial peace and stability lies in 
adjusting our economic structure 
so that the people who do the 
work in industry may have homes 
they can afford to own and 
live in. 


RS 


In those years since 1775 the fam- 
ily budget has, of course, gotten 
larger and larger in dollar volume, 
as gross incomes have increased. The 
expenditure for clothing represented 
more and better clothes at higher 
prices, that for food greater variety. 
The inereased spending for things 
other than necessities, jumping from 
the original 8% to 13% in 1860, then 
to 18% in 1880, to 20% in 1913 and 
to 24% in 1931, indicated the ap- 
pearance and popularizing of tele- 
phones and automobiles, radios, 
household appliances and other com- 
forts. It also told the story of 
greater expenditures for education, 
culture, travel, insurance, and sav- 
ings. 

Every trend in this record of the 
changing use of the family budget 
was as it should be in an advancing 
civilization—except the trend of 
housing. That was in reverse. 

When we look for the reason it is 
not hard to find. Residential con- 
struction has stood still while every 
other craft was advancing. Each 
trade history is like every other one. 
The first automobiles were largely 
hand made and were:only for the 
wealthy. So were the first radios and 
the first mechanical refrigerators. 
But in each line of manufacture there 
has been a constant raising of quality 
and lowering of cost as mechanized 
industry has eut manufacturing 
corners. In residential construction 
there has been no cutting of manu- 
facturing corners and costs have 
gone up instead of down. 

We do not have to go back into 
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our mechanical “‘ancient history’’ for 
comparisons to show the progress we 
have made in industry and the rela- 
tion of volume to price. In 1920, 
according to the statistics of the 
Automobile Manufacturers’ Associa- 
tion, 1,905,560 automobiles were 
manufactured in the United States 
and the average wholesale price per 
ear was $949. In 1935 the total for 
the United States and-Canada was 
3,387,806 passenger cars and the 
average wholesale price per car was 
$527. In 1920 the tire factories 
turned out 32,400,000 tire casings 
and the average price was $30.20. In 
1935 there were some 50,000,000 of 
much higher quality made and the 
average price was $6.42. A tire that 
cost $10 as recently as 1926 could be 


bought in 1932 for $4.73. Gasoline 
that cost 29.74 cents per gallon in 
1920 without tax, cost 14.2 cents in 
1936. Railway fares that were 3.6 
eents per mile in 1920 were eut to 
2 cents in 1936. 

What was true of transportation 
was true of other lines. In 1920 
there were 10,000 mechanical refrig- 
erators made and the average price 
was $600. In 1936 the production 
was 2,000,000 and the average price 
$164. In 1927 radio production was 
1,350,000 sets and the average price 
was $125. In 1936 volume reached 
8,825,000 sets and the average price 
had dropped to $57. Strip steel 
which brought 7.81 cents per pound 
in 1920 cost 3.6 cents in 1935. Rayon 
yarn, with a country wide produc- 


The building industry has displayed but little inge- 


nuity in giving individuality to small homes. 


Ewing Galloway photo 











































tion of 10,229,000 pounds in 1920 
sold for 4.93 cents per pound. In 


1935 production was 256,659,000 
pounds and the price .57 cents. 

Over the same period, as figures 
from the National Industrial Con- 
ference Board’s cost of living index 
show, a small house which would cost 
$3,610 to build in 1920, cost $3,407 
in 1931. For 1934, cost of the same 
house is put at $2,627, but the reduc- 
tion does not mean anything when 
you know that wages were cut about 
30% during the depression and that 
those cuts have now been restored. 

As I view the situation there are 
three principal reasons why residen- 
tial construction has lagged so far 
behind other forms of industrial pro- 
duction in this country. These are: 

1. Lack of technological develop- 
ment. 

2. Burdensome and 
facilities for financing. 

3. Lack of organization in the 
building industry. 

When I speak of the lack of tech- 
nological development I am entirely 
aware that there are a number of 
different agencies -which are now 
working along the most advanced 
* technological lines. What they are 
doing, however, has hardly passed 
the experimental stage and the ef- 
forts of all these agencies are open 
to one general criticism. Each one is 
designing houses for the principal 
purpose of using the maximum 
quantity of the particular material 
in which it is interested. Wide- 
spread acceptance cannot be ex- 
pected unless the first consideration 
of design is the use and comfort of 
those who will live in the houses. 
Any other course builds up sales re- 
sistance and slows progress. 
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restrictive 


The average American 
worker believes his 
family is entitled to a 
comfortable, pleasant 
home. If industry fails 
to make such a home 
possible within the 
limits of his income, his 
dissatisfaction is even- 
tually reflected in in- 
dustrial unrest. 

Ewing Galloway photo 


But even giving full credit to 
those who are working along modern 
lines, residential construction as a 
whole shows little change from what 
it was a century ago. Building a 
house still consists, in the main, of 
dumping a lot of expensive materials 
on a lot and hiring a crew of highly 
paid workmen to cut that material 
up into pieces and put the pieces 
together again in the form of a 
building. Power saws and some other 
forms of portable machinery have 
gotten into some of the larger house 
building jobs and lumber cut to size 
at the mill has given some advan- 
tage, although the neighbors still 
have little trouble getting scraps for 
kindling around a new house if the 
workmen do not carry it home first. 
Until recent years, few new mate- 
rials have been suggested except in 
interior finish and accessories. 


Lack of technological improve- 
ment has had a great influence on 
the restrictive conditions which have 
surrounded home financing. Wood, 
which has been the major item of 
material even in houses with brick, 
stone or stucco exterior, is a natural 
product which does not grow to 
exact chemical formula and is al- 
ways subject to climatic changes. 
Even with a good builder the owner 
will probably have trouble getting 
the front door open when he wants 
to move in; and with a ‘‘jerry 
builder’’ who does not know or care 
about anything but cut price mate- 
rials, the result is a mess, covered 
with pretty paint and flashy trim. 


Because of this unpredictable fac- 
tor of obsolescence and because the 
house building business has remained 
a small man’s hand to mouth busi- 
ness, lending agencies have hedged 





RAND M°NALLY BANKERS MONTHLY NOVEMBER 193! § 





real estate loans about with condi- 
tions not prevailing in other lines of 
business. 

Government agencies are now of.- 
fering longer term financing on 
houses built to approved specifica- 
tions. That may make it easier for 
people to get into house purchasing 
deals, but does not offer real relief 
because the obstacle of cost still re. 
mains. You have not helped a man 
when you make it possible for him 
to buy something he cannot afford. 

Without doubt, the lack of organ- 
ization in the building industry has 
much to do with excessive costs. 
Every city has its construction com- 
panies and its individual contrac. 
tors, but the firm or individual who 
builds more than a dozen houses a 
year is rare. Usually the individual 
contractor can build only as many 
as he can supervise himself or can 
finance on construction loans retired 
by partial collections as the work 
proceeds. There are many large and 





strong construction companies, but | 


they build public and commercial 
buildings, not houses. The inevitable 
result is purchases of material on 
little better than a retail basis and a 
close adherence to established cus- 
tom, because the little man cannot 
afford to undertake innovations. 

Out of all these factors which com- 
bine to restrict the business of build- 
ing houses there develops (a) a cost 
of housing entirely out of line with 
the cost of other necessities and com- 
forts of living and (b) a consequent 
shortage of houses. 


There are two ways to measure the | 


shortage of housing. One is by the 
rate of new residential construction 
and the other by statistics of occu- 
pancy. It is apparent that a short- 
age must be developing during years 
in which the amount of construction 


te 


decreases radically, because a certain | 


number of dwellings become unfit 
for occupancy and are demolished 
each year, while the population con- 


tinues to increase at a steady rate. | 
Engineering News-Record gives the | 


value of residential construction in 
the country as $2,796,000,000 in 1928 


and $249,000,000, a decrease of 90%, | 


in 1934. 

The Statistical Abstract furnishes 
some of the detail. 
struction projects in 37 states for 


rere 


Residential con- § 


1925 are placed at 127,678. In 19288 


they were 139,133. From that yeat § 


(Continued on page 682) 7 
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We Have 40 Services To Sell 


And A Description Of Each 


Helps Sell Them 


By M. MONROE MYERS 


Cashier, The Miners National Bank, Pottsville, Pa. 


How The 40 Services 
Are Described 


While this description of services, as here 
worded, has been copyrighted by Herbert Flint 
of New York, he grants permission to our 
readers to use similar material if written in 
their own way. 


1 Physical Protection. Your 
money on deposit here, and the invest- 
ments representing it, are kept under 
lock and key in our cash vault, pro- 
tected by electrically equipped steel-and- 
concrete construction against burglars, 
holdup men, fire, accidental loss and 
destruction, and covered by insurance. 


2 Bookkeeping and Account- 
ing. Through a large investment in 
elaborate and expensive mechanical 
equipment as well as clerical hire, we 
keep an accurate daily record of your 
funds left with us, obtaining an indis- 
putable receipt for all payments made 
out of your account on your order, and 
rendering a statement at the end of the 
month, or as requested. Every item 
passing through your checking account 
is photographed and permanently re- 
corded on films kept on hand for future 
reference. 


3 Stationery and Supplies. 
We supply passbooks, checks, statement 
forms, deposit tickets and other printed 
material necessary in handling your 
account, and pay for postage and en- 
velopes needed to complete many of 
your transactions. 


4 Receipts. Your cancelled 
checks, returned to you by us each 
month, give you the best possible re- 
ceipt for payments made by check, and 
simplify your records. 


5 Paying by Check. When you 
pay a bill by check, we act as your 
treasurer. We also furnish you, in ef- 
feet, with messenger services, saving you 
time and carfare that would otherwise 
be needed to pay bills by cash, besides 
protecting you against the danger of los- 
img money carried on the person or sent 
through the mails. This service is 
cheaper than any other means of accom- 
plishing the same ends. 

6 Collection. When you deposit 
a check on another bank, we collect it 
for you, making these funds available as 
soon as collection is completed. 
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Here is a practical way to increase a bank’s income. 
This bank has made it clear, first to employees and 
then to customers, that it has 40 services to sell. 


IF your bank, with 
many others, has become 
‘‘salesminded,’’ or has 
conducted Customer Re- 
lations Clinies among 
staff members, or has sent officers 
and employees out to cultivate pres- 
ent customers and approach likely 
prospects for new business, sooner 
or later you have run into the ques- 
tion, ‘‘Just what do we have for 
sale in this bank?’’ 

Thinking this over, you look 
around and see how aggressive com- 
mercial businesses answer this ques- 
tion as applied to themselves. In 
your local electrie light office you 
find a rack full of attractive leaflets, 
each illustrating and describing an 
electrical appliance which will give 
the company an immediate sales 
profit and a permanent increase in 
eurrent consumed. 

Your wife, buying an electric re- 
frigerator, gets a booklet full of 
tempting ways to cook all manner 
of things—by electricity. You re- 
call that once upon a time, the adver- 
tisements of a nationally-used house- 
hold cleaner merely contained a 
name, a picture and a slogan, where- 
as they now run a long list of ways 
in which the housewife ean use the 
cleaner to lighten work and brighten 
and clean the home. Turn where you 
will, except in banks, the answer to 
what the merchandiser has for sale 
is given in terms of what the product 
will do to the user’s advantage. 

At our bank, we have recently 
completed a course in Customer Re- 
lations, and now our officers and 
staff employees are out bringing in 
business, sometimes merely by ask- 
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Cover of the 12-page booklet which 
lists and describes the 40 available 
banking services. This booklet is used 
in personnel training, in “educating” 
stockholders and customers, and in 
soliciting new accounts. 


ing for it; but all has not been rosy. 
They have also been finding cus- 
tomers and prospects who do not 
respond to a visit, a few friendly 
words, and a suggestion that the 
bank would be glad to have them 
make fuller use of its facilities. 
Sometimes by word, sometimes 
merely by the glint in the prospect’s 
eye, a question is raised—and it is a 
good one: ‘‘What can you do for 


me ?”’ (Continued on next page) 
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Having determined just what we have to sell, our next step is to 
move our merchandise out into the open, where it can catch the cus- 
tomer’s eye. The fundamental principles of merchandising can be 
applied to banking as well as to any other selling business. 


To help answer that question, we 
prepared, first for the use of the 
staff, then for distribution to pre- 
sent customers, to send in advance of 
a call om a prospect, and to leave 
behind as a reminder, a list of 
‘‘What We Have For Sale.’’ We 
ealled it ‘‘40 WAYS TO USE THE 
MINERS NATIONAL BANK’? be- 
cause we thought a great many cus- 
tomers would be surprised to find 
out in how many different ways we 
could serve them. Maybe we thought 
that, because we ourselves were sur- 
prised. 

We all know, of course, that we 
have banking, savings, safe deposit, 
trust and travel departments. Five 
things to sell, you might say. But 
break them down, list the actual 
items on the bank’s ‘‘shelves,’’ and 
the picture, numerically at least, be- 
comes an impressive one. 

We have five kinds of loans for 
sale. In our Checking Service there 
are 15 important angles of service. 
Miscellaneous banking services total 
seven. The savings department takes 
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six distinet items. There are at least 
four important features of safe de- 
posit service. Travel service also 
means more than just selling a 
ticket ; a great deal of supplementary 
service must be rendered to earn a 
commission. 

The trust department, while we 
did not break it down in our booklet, 
obviously has at least a dozen items 
of service for sale, counting only 
personal trust. A bank and trust 
company rendering corporate trust 
service as well would have at least 
60 items if our method of listing 
were followed. 

In short, looking ourselves over, 
we decided that before we could be 
really good salesmen, we ought to be 
able to tell the public what we have 
for sale. Instead of thinking we have 
only ‘‘eredit and service’’ to offer 
our customers, we now think specif- 
ically of 40 different items and really 
believe the old statement that ‘‘we 
are a department store of banking.”’ 

If your bank has never used this 
particular approach to customer 
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How The 40 Services Are Described 


7 Certification. We certify 
checks, giving the recipient of your 
check assurance that the check is good 
and thereby speeding your financial 
transactions. 


8 Stopping Payment. Should 
you for any reason wish to stop pay- 
ment on a check, we can do so for you 
if notified in time, thereby protecting 
your interests. 


9 Cashier’s Checks. Some. 
times a bank check drawn on us is the 
best way to meet a payment. Then we 
issue a eashier’s check. 

10 Pay Roll Service. Businesses 
which pay their employees in cash ob- 
viously need to have large quantities of 
currency supplied and made up in proper 
amounts in order to meet payrolls with 
promptness, accuracy, and safety. This 
service we provide as a matter of 


routine. 
11 Night Depository. To enable 
business men to protect money that 


would otherwise be endangered if held 
overnight, on Sundays, or holidays, we 
have a Night Depository into which 
deposits can be dropped from the street. 


12 Credit Standing. A substan- 
tial checking balance with us helps build 
your credit and paves the way to credit 
accommodations and a good financial 
reference. 


13 Introducing You. Your name 
on our check offered in payment of a 
bill puts back of you the prestige of a 
responsible banking institution. It 
means something, when you are asked 
where you bank, to be able to say, ‘‘ At 
The Miners National.’’ 


14 Banking by Mail. You can 
deposit funds in your checking account 
by mail if inconvenient for you to come 
to the bank. 


15 Deposit Insurance. By rea- 
son of our membership in the Federal 
Deposit Insurance Corporation, your 
checking deposits are insured up to the 
amount of $5,000. 


16 Commercial Loans. [or 30, 
60, and 90 days, with the privilege of 
reductions and renewals up to one year, 
we make commercial loans on proper 
financial and operating statements which 
enable business men, firms, and corpora- 
tions to meet legitimate business needs 
during seasonal periods. Applications 
for credit receive prompt consideration. 


17 Discounts. We discount notes, 
enabling business organizations and 
individuals to have the immediate use 
of money owed them. 


18 Collateral Loans. We make 
loans on listed, marketable collateral 
securities for reasonably short periods 
of time. \ 


\w 

19 Personal Loans. \If you have 
a regular income and a reputation for 
being ‘‘good pay’’, you are eligible for 
a personal loan from $50 up, at bank 
rates, with a year to repay bit by bit 
each month. You do not have to be 4 
customer. We make such loans for any 
legitimate purpose. As security, you 
ean offer marketable collateral or the 


endorsement of responsible co-makers./ 


20 Mortgage Loans. We loam 
money on amortized first mortgage to 
owners of real estate wishing to buy, 
build, or refinance properties. Prompt 
appraisals and decisions. 
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HowjThe 40 Services Are Described 


21 Collections. We accept notes, 
drafts, bond coupons, and other busi- 
ness paper for collection anywhere, 
erediting or remitting the proceeds as 
directed. 

22 Remittances. We remit funds 
to distant points by Philadelphia or 
New York draft for anyone needing a 
safe and economical way to transfer 
money. 

23 Security Service. Anyone 
wishing to buy or sell securities can do 
so through us. We do not, however, deal 
in securities. 


24 Travelers’ Cheques. We sell 
Travelers’ Cheques to anyone wishing 
a safe and readily convertible form of 
‘travel money’’ for use anywhere in 
the world. 


25 Letters of Credit. We pro- 
vide Letters of Credit for persons travel- 
ing on business or for pleasure who wish 
to have good-sized credits available at 
banking institutions in other cities or 
countries. 


26 Foreign Exchange. Custom- 
ers wishing to obtain foreign currencies 
or to remit funds abroad can do so 
through our facilities at the current 
rates. 


27 Credit Reports. Through 
established agencies making a business 
of providing credit information, we can 
obtain reports and other legitimate busi- 
ness information. 


28 Savings Depository. We 
accept savings deposits from $1 up, giv- 
ing these funds and the investments 
representing them the modern protec- 
tion of our cash vault, and making them 
available under the rules of our Savings 
Department. 


29 Interest on Savings. On 
savings deposits we pay interest at the 
eurrent rate, credited January 1 and 
July 1. 


30 Certificates of Deposit. To 
persons wishing to leave savings funds 
on deposit for a fixed period of time, 
we issue interest-bearing Certificates of 
Deposit for one to twelve months. 


31 Christmas Club. For the 
convenience of those wishing during the 
year to accumulate a special Christmas 
fund, we maintain a Christmas Club 
running 50 weeks, starting and paying 
out each December. 


32 Vacation and Travel Club. 
For persons wishing to start accumu- 
lating a special fund for travel, vaca- 
tion, taxes, or other purposes at any 
time of the year, we maintain a Vaca- 
tion and Travel Club running 50 weeks. 


33 Saving by Mail. You can 
deposit funds in your savings account 
or Thrift Club by mail if you cannot 
conveniently come to the bank. 


34 Vault Protection. Boxes for 
small valuables protected by modern 
safety devices are available in our 
steel-and-conerete vault at yearly rentals 
from $2 upward, plus tax. 


35 Booth Service. For the ex- 
amination of valuable papers, clipping 
coupons, ete., we provide coupon booths 
supervised by modern safe deposit 
methods. 


36 Joint Use of Box. A box 
renter can share his box with a relative 
or business associate, or for special pur- 
poses can deputize someone else to have 
access to the box. 


RAND M°NALLY BANKERS MONTHLY NOVEMBER 1937 


relations training, try it the next 
time you have a staff meeting. Put 
up a blackboard where all can see 
and eall the roll, asking each one 
present to name one thing that the 
bank has for sale. You will have an 
interesting, revealing, and perhaps 
humbling experience, and you won’t 
cover the ground dn an hour, either, 
You will find wide differences of 
opinion among the members of your 
staff on many items of service—even 
within the same department. Natur- 
ally, you will find many staff mem- 
bers who know little about depart- 
ments other than their own. And if 
the truth were told, your officers 
would also be’ found differing on 
many fine points. 

For example, ask some one how 
much interest is rebated on a per- 
sonal loan if a borrower prepays his 
loan at the end of four months? 
What is the penalty for a late loan 
payment? Ask what is the charge 
for breaking open a safe deposit box 
on which rent has not been paid. 
Ask what the bank charges and what 
the customer pays on a personal loan 
discounted in advance. Ask almost 
any question on bank operations 
with a sales slant and a high per- 
eentage of your staff will not know 
the right answer. The minute you 
get off the road of routine operations 
onto the road of salesmanship, 
things begin to happen. 

The implications, therefore, of our 
little folder on 40 WAYS constitute 
one of the most interesting things 
about it. Suppose, for example, your 
staff finally agrees on what the bank 
has for sale. Then ask the price of 
each item. But before asking that, 
better ask yourself the same ques- 
tion. Sit down and give some time 
to it. 

To take an easy one: What is the 
price of checking service? That is, 
what balances the seales of the sale 
when 

a the customer’s balance is low 
and activity is high? 

b the customer’s balance is self- 
supporting ? 

e the customer’s balance is profit- 
able? 

Probably ¢ is the one the staff 
will stumble over most. 

After you have agreed on the price 
for each of the items you have for 
sale, and have found that you give 
away a lot of service for one reason 
or another, ask your staff what is the 








How The 40 Services Are Described 


37 Privacy. No one, not even an 
officer of the bank, can enter a cus- 
tomer’s box without permission. A per- 
manent record of all entries is kept. 


38 Travel Information. Our 
Travel Department, representing the 
principal steamship companies and 


world-wide travel agencies, is glad at 
any time to provide travel information 
and descriptive literature. 


39 Bookings Anywhere. Trips 
to anywhere in the world, from a week- 
end cruise to a round-the-world tour, 
ean be arranged in our Travel Depart- 
ment, saving local residents the time, 
trouble, and cost of going to Philadel- 
phia or New York. There are no extra 
charges. 

40 Travel Preliminaries. Help 
with passports, visas, and other neces- 
sary preliminaries is provided, in our- 
Travel Department. We can also make 
hotel reservations for you in other cities. 





profit on each item. Of course, if 
you don’t know that yourself, you 
won’t expose your ignorance to the 
class when it asks teacher. You call 
in a cost accountant first. 

You are now on the way to an- 
other important question: Since this 
or that item is profitable, how much 
more business like that is there kick- 
ing around for us to get? Are we 
getting our share of what is avail- 
able? If not, why not? What can 
we do to hold down the loss on this 
service which can never be profit- 
able? Maybe a travel department, 
with practically no overhead, has 
greater net profit and possibilities 
than our safe deposit department 
with its large investment in fixtures 
and a larger staff overhead? 

The time when banks will make 
their services tangible not only to 
their staffs but to the public as well 
is not far off. 

Customer relations is a good way 
to start. Once a bank knows what it 
has for sale, the next step will be to 
find better ways to sell. One of these 
days there’ll be a new bank title. 
There'll be a vice president and 
sales manager. He’ll not only show 
the staff what it has to sell, but he’ll 
see that they sell it—they and the 
officers and the directors, and the 
stockholders, and the bank’s own 
customers—but that’s another story. 


Farming is becoming a _ better 
business for the man who is up-to- 
date in his methods and equipment 
—and a more risky business for the 
man who is under-capitalized and 
behind-the-times in his methods. 
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By H. A. LYON 


President, Lyon, Sturges & Co., Inc., 
New York City 


Not only public relations work, 
but the policies of banks are most 
effective when based on a knowl- 
edge of what the people think. 


Before you decide a new policy— 





But—What Do The People ‘Think? 


Make Policies With The Public In Mind 


HE general subject of public 
relations received its greatest 


impetus in the history of the 
country, during the years of depres- 
sion. On every side, one hears a 
rather general subscription to the 
idea that finance and business must 
undertake to provide the public with 
information concerning practices 
and policies. 

Such progress is gratifying, yet 
it essentially ignores the heart of 
public relations work. It is not 
necessarily good public relations to 
publicize policies and _ practices 
which have been arrived at, without 
a prior knowledge of the publie re- 
action to those policies. In short, 
public relations is not solely the 
science of informing the public. It 
starts far back of that and brings 
to the determination of policies and 
practices an influence based upon 
a knowledge of the publie’s attitude 
toward such matters. So far as 
banking is concerned, the policies of 
any institution should be governed 
by public relations thinking. 

Dorothy Thompson is widely ac- 
cepted today as a keen student of 
world affairs and a remarkably 
astute observer of causes and results. 
In a recent article she made the fol- 
lowing statement with reference to 
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British polities: 
‘‘...the British have leaned 
over backward to cherish and 
protect the minority opposition, 
so that we have seen in the last 
months a conservative govern- 
ment vote a salary to the leader 
of the Labor opposition, on the 
thesis that a minority opposition 
is an essential of free popular 
government, and we have seen 
bill after bill dropped by the 
ruling majority because public 
opinion showed that the public 


lacked confidence in them.’’ 

Omitting the specific reference in 
this quotation, it is clear that even 
political majorities who might seem 
to have a mandate from large nun- 
bers of people find that they cannot 
always do things which they them- 
selves wish, or even which they are 
convinced should be done, until and 
unless publie opinion is favorably 
disposed. 

If that is true in polities, it is even 
more true in business. A bank, for 


instance, may install the very latest | 
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protective device of internal man- 
agement. The officers and directors 
of the bank may be quite convinced 
that this represents a tremendous 
forward step in the protection of 
depositors’ funds, but of what in- 
terest is it to depositors, who will be 
infinitely more impressed by a show 
of bars and grilles which meet more 
nearly their ideas of protection? 

It is not in the realm of the physi- 
eal, however, that public opinion is 
bound to play such a large part; it 
is rather in the realm of service 
policies. And there is no great mys- 
tery about pre-testing public opinion 
and public taste in such matters. 

It has been normal and natural 
for business men and financiers to 
approach any problem almost wholly 
from the standpoint of its intrinsic 
factors. Due regard for public opin- 
ion, however, will start the approach 
to a problem from the standpoint of 


—or of CUSTOMERS? 


what the public will think. It need 
not always be the general public, for 
almost every enterprise has a num- 
ber of ‘‘publies’’ concerned with it. 

One public may be the officers and 
directors, another the shareholders, 
another the employees, another local 
sources of business, competitors, and 
finally, the customers and prospects. 

It is no secret today, for instance, 
that financial institutions are faced 
in many communities with possible 
unionization of bank employees. The 
average banker may argue that he 
provides for his employees a certain 
assurance, decent wages, decent 
hours, and that indefinable satisfae- 
tion which is often associated in 
one’s mind with employment by a 
bank. 

But approach it from the stand- 
point of the employee. Unlike many 
engaged in commercial ventures, it 
is improbable that the average bank 
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—do you discover the reaction of EMPLOYEES? 


Policies Which Should Be 


Based On A Study Of 


Public Reaction 


1 The advancement and management 
of employees. 


2 The developing of interest in the 
bank on the part of shareholders, 


3 The development of borrowers. 


4 The making of personal loans. 


5 The amortization of mortgage 
loans. 
6 The determination of . service 
charges. 


employee will advance with any 
rapidity. It is somewhat unusual, 
to say the least, for bank employees 
to transfer from one institution to 
another. There have been intima- 
tions, as a matter of fact, that among 
banks in a given community there is 
an unwritten agreement that they 
will not hire away from each other. 

Whether such an agreement exists 
or not is immaterial, in view of the 
fact that the hopes of promotion 
must lie pretty largely within the 
institution for which the employee 
now works. In return for that, the 
employee is granted an income 
somewhat lower than the usual civil 
service employee’s income, and con- 
siderably less, measured by hourly 
or daily rates, than a great deal of 
skilled labor. 

It is the relatively rare institu- 
tion which provides a pension plan 
for its employees and none that come 
to mind at the moment have any 
arrangement whereby profits may be 
shared. Long hours of work are by 
no means uncommon, particularly at 
certain seasons or at certain times 
of the month. And normally, I be- 
lieve, there is seldom any arrange- 
ment for extra compensation in such 
cases. 

Surely these conditions afford an 
unfortunately fertile field in which 
agitators may progress. It makes 
little difference, in a manner of 
speaking, whether the bank’s ap- 
proach to this problem is under- 
taken by experts or whether it lies 
within the realm of the officers of 
an institution in conjunction with 
their daily work. The important 


(Continued on page 686) 
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‘Household Necessity Loans 
Benefit Banks 


HOSE bankers who are taking 

the lead today are not the ones 

who sit idly back waiting for 
the good old times to return. The 
good old days are gone forever, 
never to return. We are in a new 
era, with new restrictions, new haz- 
ards, new adversities; but at the 
same time, new opportunities for 
those who are alert enough, virile 
enough, imaginative enough to ex- 
ploit the new fields of opportunity 
that have come to the top in the big 
shuffle. 

With apparent apathy, some bank- 
ers have sat back during the last two 
decades and have watched contract 
purchase corporations build up an 
amazing business with tremendous 
profits through the purchase of in- 
stalment paper on automobiles, 
refrigerators, washers, and other 
similar products. They have watched 
these big organizations work out a 
method of handling instalment 
financing that was thoroughly prac- 
tical and safeguarded against undue 
risk. They have loaned money to 
these contract purchase corporations 
to enable them to. beat the banks at 
their own game. 

In the meantime, bankers have 
continued to handle loans with 
which they are traditionally familiar 
but which actually proved less sound 
during the depression than the in- 
stalment paper that provided for a 
regular small monthly payment and 
which proved a better risk in every 
way than longer termed loans on a 
far less liquid type of security. 

Instalment paper, if properly 
safeguarded, offers several attractive 
advantages. 

First : Instalment paper is secured 
by merchandise that is usually mod- 
ern, money saving, well advertised 
and readily marketable in ease re- 
possession becomes necessary. This 
is a point that is often overlooked, 
and yet no one knows better than a 
banker the value of liquid collateral. 

Second: Instalment paper with 
payments due monthly rather than 
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at longer intervals, gives the banker 
a frequent check-up on the ability or 
intention to pay. Mail order houses 
have found through long years of 
experience that monthly payment 
paper is-far more preferable than 
notes due in 30, 60, and 90 days. 
Delay or failure to meet a payment 
is an immediate warning signal to 
check up to see what is wrong. There 
is no comparable check-up on a note 
until the note comes due. 

Third: The monthly payments, be- 
ing small, are diversified. They keep 
relatively the same amount of money 
coming in at regular intervals. It 
makes it much easier to work out an 
investment program to keep the 
money employed, or reinvested. This 
obviates the bugaboo of large sums 
of money coming in at irregular in- 
tervals. It is obviously much easier 
to work out an intelligent reinvest- 
ment program when money comes in 
regularly in small monthly deposits. 

Four: In ease of a minor or major 
depression, instalment paper has 
been found to be one of the safest 
forms of security. The experience of 
large instalment paper houses dur- 
ing the past depression is ample 
evidence of this fact. Representa- 





Five Features Of 
Instalment Paper 


1 The merchandise is money- 
saving, well advertised, and has a 
definite repossession value. 


2 Amortized payments give 
frequent checks on ability and 
intent to pay. 


3 There is a wider, more even 
spread of incoming funds. 


4 Depression periods have 
proved installment paper to be 
one of the safest forms of security. 


5 Installment customers are 
ready prospects for savings ac- 
counts. 


tives of the United States govern. 
ment stressed this point strongly 
when the F. H. A. was organized 
and the cooperation of banks was 
encouraged. 

There is another opportunity with 
respect to instalment paper that 
should be attractive to the banking 
fraternity. There is no reason why 
household furnishing clubs could 
not be organized the same as Christ- 
mas savings clubs. Many home fur. 
nishings purchasers will not only 
buy furnishings and appliances on | 
the instalment plan, but they will | 
pay into clubs regularly in advance 
of purchase of furniture, appliances 
or automobiles. 

Instalment furniture companies | 
have used this club idea successfully 
for years. They encourage their cus- 
tomers to join household furnish- 
ing clubs. When the customers are 
not making regular monthly pay- 
ments on things they have already 7 
bought, they are making the pay- | 
ments just the same in anticipation | 
of their next purchase. This prac. | 
tice of instalment furniture houses 
is prevalent generally throughout 
the United States. 

When a banker accepts instalment 
paper on a specific commodity he | 
ean, if alert, after all of the pay- 
ments are completed, suggest a con- | 
tinuation of regular monthly de 
posits in anticipation of the next 
purchase under the same procedure 
that pertains to Christmas savings. | 

The banker would obviously not} 
offer as high a rate of interest a] 
instalment furniture houses, but he | 
could surely offer as high a rate of} 
interest as is sufficiently attractive 7 
for Christmas saving club deposits.) 
And, in addition, he would offer the 
maximum safety of principal of 8 
strong financial institution. f 

Bankers who have elected to go§ 
into this type of financing get il ; 
touch with and cultivate the friend} 
ship of those distributors and mer 
chants who sponsor this type of sell 
ing. They find that these merchants 
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By 
A. W. SEILER 


President, Cramer-Krasselt Co. 
Milwaukee, Wisconsin 


The opportunities for 
service and profit, 
open to the banker 
who invades the in- 
stallment paper field, 
are reviewed by this 
merchandising and 
advertising authority. 


welcome his interest in the financial 
end of their business. This forms an 
avenue not only for time payment 
financing, but also for securing addi- 
tional regular accounts for the bank. 

Not only does the merchant co- 
operate, but the merchant’s sales 
force cooperates as well. The keenest 
and most alert salesmen are those 
who are selling merchandise on the 
time payment basis. They gladly 
cooperate with the banker not only 
with regard to time payment financ- 
ing, but when the banker earns the 
good will of these salesmen, they be- 
come boosters for the bank itself and 
for the various services it offers. 

A feature of merchandise sold on 
the time payment basis, and one that 
is often overlooked, is the fact that 
merchandise of this nature, when 
put into use, usually represents 
either an actual saving through the 
economies which it effects or it rep- 
resents a means of producing in- 
come. 

Electrical refrigerators represent 
a monthly saving greater than the 
monthly payment required for pur- 
chase. Washing machines are often 
used to do washings for other fam- 
ilies and thus bring in a monthly 
Income actually greater than the in- 
stalment payments. Automobiles are 
used by salesmen to enlarge the num- 
ber of calls they can make in a 
month and, therefore, to increase 
their income. 


Amortized buying, as discovered through 
an installment purchasing plan— 


The method for handling instal- 
ment paper has all been worked 
out by large organizations that for 
years have specialized in this type 
of financing. Instalment financing 
necessitates careful attention to 
eredit. It necessitates competent 
attention to collections. It necessi- 
tates a high enough rate of interest 


When Banks Are Not Liable 
For Safe Deposit Losses 


A bank never is liable for loss or 
damage to valuables in a safe de- 
posit box if it is shown that such 
loss resulted from an act of God. 
An act of God is defined by the 
courts as the result of an irresistible 
physical foree, such as lightning, 
storms, rain, earthquake, and the 
like, not caused by man, and which 
is not preventable by human fore- 
sight. 

Also, it is well settled that a bank 
may lawfully reduce its liability by 
having customers sign contracts 
limiting the valuation to a reason- 
able amount, providing the valu- 
ables are not lost or destroyed by 
negligence of the bank’s employees 
and the bank officials do not know 
that the valuation of the valuables 
exceeds the amount specified in the 
contract. 


However, when the customer 
merely agrees verbally, or signs a 
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is frequently the initial step in develop- 
ing a plan of amortized saving. 


to cover all the costs involved and 
return a fair profit. The banker, in 
expanding his facilities to cover this 
type of financing is not pioneering. 
He is not entering an untried field of 
endeavor. There is ample prece- 
dence. He is following financial 
practices that are successful and 
highly profitable. 


written contract to relieve the bank 
from liability for the loss of the 
valuables, the bank’s liability re- 
mains unchanged, unless the cus- 
tomer specifically agrees to relieve 
the bank from liability for losses re- 
sulting from a certain or specified 
eause. Moreover, the fact that the 
contract contains a clause intended 
to relieve the bank from liability 
for loss, resulting from its negli- 
gence, does not prevent the cus- 
tomer from obtaining a judgment 
for damages, if the contract fails to 
clearly stipulate against the actual 
cause of the loss. 

In other words, it is well estab- 
lished that a contract between a bank 
and a customer by which the former 
is relieved from liability for losses 
from safe deposit boxes is valid only 
when such contract clearly and un- 
mistakably specifies the reason caus- 
ing the loss and it is shown that the 
loss did not result from negligence 
on the part of the bank employees. 
—Leo T. Parker. 
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Better Air 


Increased Our Efficiency 
And Improved Public Relations 


This bank has proved that air conditioning affects the profit sheet 
of a banking business just as it does a restaurant or a meat market. 
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Air-conditioning of the 
bank interior has proved 
very desirable. It adds 
to our working efficiency 
and helps in making 
public relations more than usually 
agreeable. 

A good story to illustrate this 
point comes from one of our banker 
friends in the East, who recently 
tried to tell us just how hot the 
temperature can become in his city. 

‘We are a very close, friendly 
group in our bank,”’ he said, ‘‘but 
on some of our worst summer days 
we seem bound to get into argu- 
ments. Before remarks become too 
bitter, we usually laugh and realize 
that the only thing making us angry 
is the weather.”’ 

Our friend’s bank is in dire need 
of air-conditioning, which in its 
modern design means far more than 
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By E. V. KRICK 


Vice President and Cashier, American Trust Co., 
San Francisco, California 


equipment to lower the thermometer 
and purify the atmosphere. It 
stands for maintenance of a prop- 
erly regulated temperature during 
all seasons of the year. The cooling 
feature is no more important than 
the heating part of the installation. 

We believe from observation that 
air-conditioning will rapidly grow 
to become one of the most impor- 
tant factors in the construction or 
renovation of bank premises. Our 
belief is strengthened by the experi- 
ence we are having in two of our 
branch buildings which we have re- 
cently erected in two San Joaquin 
Valley communities, where summer 
heat becomes quite a problem. We 


are, at present, awaiting the com- 
pletion of a new building for our 
office in Sacramento, and will have 
there our largest and most complete 
installation along this line. 

While Central California is not 
subject to the extreme cold experi- 
enced in the East, a number of our 
branches are located in communities 
where the summer is characterized 
by periods of heat and high humid- 
ity. We find in these towns a 
rapidly developing program of in- 
stalling air-conditioning equipment 
in stores, offices, hotels, restaurants, 
and certain 
From all indications the benefit is 
immediate, because of improved 
production or sales efficiency. 

At the two branches where we 
have made installations, we find 


that our customers are rapidly be | 


coming air-condition-minded. They 
like to do business in a bank that 
maintains a refreshing, even-temp- 


; 
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industrial buildings. | 


ered atmosphere which helps to pre- | 
vent any lack of courtesy caused by | 


frayed nerves. Air-conditioning has 


already become to them an impor- | 


tant mark of modern business enter- 
prise. 

Our experience with air-condi- 
tioning is too new for us to have 


very positive conclusions or figures | 


on operating efficiency in various 
departments, but there is no need 
for detailed proof to realize that 
the effect is both immediate and far- 


reaching. Many of our customers | 


Interior of the Stockton branch of the Americat 
Trust Co., showing the inlet grilles in the back wall. 
Air-conditioning completely offsets the sun’s heat 
that beats down through the overhead skylight. 
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Six Pertinent Observations 


We believe from observation that 
air conditioning will rapidly be- 
come one of the most important 
factors in the construction or 
renovation of bank premises. 





Our customers are rapidly becom- 
ing air condition-minded—it has 
been no small factor in their 
friendly attitude towards the 
bank. 





Any employer bears a, great re- 
sponsibility for the health condi- 
tions in which he asks employees 
to spend their working days. 


In air-conditioned quarters, the 
staff presents a more dignified, 
business-like appearance to cus- 
tomers during extreme hot 
weather. 





We find that uniform work is now J 


performed throughout the peak 
season, without the customary hot 
weather let-down in efficiency. 





Filtering the air eliminates an 
astounding volume of dust and 
dirt that would otherwise go into 
human lungs, or affect clothing, 
equipment, and records, 





have been sufficiently impressed to 
remark about the added comfort 
and convenience provided by air- 
conditioning. It has been no small 
factor in their friendly attitude to- 
wards the bank and its employees. 

Any employer bears a great re- 
sponsibility for the health condi- 
tions in which he asks the employees 
to spend their working days. We 
are now correcting a poorly air- 
conditioned situation where, with 
only one or two exceptions, the en- 
tire staff seemed, in steady rotation, 
to require time off for illness. Our 
manager became convinced that the 
fault lay in antiquated air-filtering 
apparatus installed by a former 
occupant of the building. He felt 
the bank was morally responsible 
for improvement of the condition, 
and must eliminate any such jeop- 
ardy to our employee’s physical 
welfare. 

It was formerly customary, in 
the communities where we are gain- 
ing our experience, for the staff to 
shed coats during extreme hot 
weather. Under the new conditions, 
they are able to dispense with such 
informalities and present a proper, 
business-like appearance. This means 
a great deal in the impression re- 
ceived by our customers, both at the 
teller’s window and at the loan of- 
ficer’s desk. Particularly in the dis- 
cussion of matters involving credit 
is the atmosphere of the bank a fac- 


If a dignified business demands a dignified costume— 
and if wearing coat and vest means sweltering dis- 
comfort and loss of efficiency—then your office and 


working quarters should be air-conditioned. 


tor that has great bearing on the 
final understanding. 

We must stress, also, the interest- 
ing situation which arises in rural 
communities where there is consid- 
erable increase of activities owing 
to the deposits of crop checks and 
other seasonal pick-up during the 
late summer. Without air-condition- 
ing, it is highly probable that extra 
employees would be required, or in- 
terference made with vacation sched- 
ules, neither of which is beneficial 
to the smooth operation of the bank- 
ing office. With the equipment 
which we have installed, we find 
that uniform work is performed 
throughout the season, without the 
customary let-downs which hot 
weather would otherwise produce. 

An interesting sidelight is that 
filtering the air eliminates an as- 
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tounding volume of dust and dirt 
that would otherwise go into human 
lungs or affect clothing, equipment, 
and bank records. The time for- 
merly spent in removing dust from 
the rooms and in keeping dirt from 
the walls and ceilings has been 
greatly reduced. 

No discussion of the advantages 
of air-conditioning is complete 
without some consideration being 
given to the type of equipment used 
and the method of its operation to 
produce maximum comfort without 
ill-effects. We use a well-known sys- 
tem, based on the circulation of 
eool, filtered air, which has been 
brought to the proper temperaturé 
and degree of humidity. It is the 
standard practice in our air-condi- 
tioned branches to regulate the room 
temperature at 15° to 25° below the 
street temperature. By maintaining 
a temperature never below 70°, dis- 
comforts are avoided. There are no 
after-effects, such as colds—no clam- 
my feeling, as when a person enters 
an over-cooled room. During the 
summer heat, we have found. it best 
to hold an average of about 79°. 
This will vary in other communities 
where outside temperature changes 
are more extreme than in the Cen- 
tral California territory. 

There is usually a tendency to 
keep the room temperature too low 
in air-conditioned buildings. When 
the air-conditioning equipment was 
first installed in each of our 


branches, some of the employees 
constantly requested lower temper- 


atures, particularly on the very hot 
(Continued on page 689) 






















































The Loan Hazards Of The! 


Insurable Hazards 





Beeause of the inflam- 
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RESEARCH} of the buildings used in The way to avoid loan losses because of 
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we. «clay products plants, insurable hazards is to make sure that the 
and because of the fact borrower has adequate insurance coverage. 


that fire is the chief element in the 

making of these products, adequate 

fire insurance must always be main- 

tained. It is advisable, however, to By CHARLES V. JEWELL 
add the supplemental endorsement, 
often known as ‘‘additional hazards 
endorsement’’, which promises pay- 
ment if damage or destruction of 
the insured’s property is caused by fire policies, without which the fire To this should be added the occupa- X 
windstorm, hail, riot, explosion, air- insurance would be entirely void if tional disease endorsement, which 

eraft or motor vehicle, or smoke dam- a building fell before the fire started. pays for illness caused by hazards 


Chritchell, Miller, Whitney, and Barbour, Chicago 


age. Workmen’s compensation insur- constantly present in the regular | ‘ 
In addition to this, the fallen ance, should, of course, be carried, operation of the business. One of | , 
building clause should be added to the same as in any other business. these hazards is known as silicosis, | fr 
which is an infection caused by the ye 

dust. Very often, large claims will ee 


be allowed by courts to workmen | we 
made ill by this cause. j dt 
Business interruption insurance, 


Protection Given A Clay Products Manufacturer 
By Each Type Of Insurance 

















with supplemental endorsement, th 
Kind Of Insurance Repays Losses Resulting From: should be carried because of the fire pl 
Ss ee LIE eae ADELE R I OE. SEES ee oy 99 : uc 
Additional hazards Damage or destruction of the insured property by windstorm, hazard. If the buildings ar e de- , . 
endorsement (to be added i Ra explosion, aircraft or motor vehicle, or smoke stroyed by fire, the insured is reim- | ag 
: e. | 
to fire policy) bursed for the net profits and the ; 
Business interruption F weeny ~~ anoqecntion due » destruction ve ouiews fixed charges thus lost. The supple- i 0 
with supplemental amage to building, machinery, or the raw material, resulting ‘i . i In 
Seiminees from fire, tornado, riot, civil commotion, falling aircraft, or mental endorsement pays the same 4 S} 
explosion (the insured is reimbursed for the net profits and thing if the buildings are destroyed 
the fixed charges thus lost). . 5 . ha 
: sana haeidaoescenasinghitnshateepicaeesiegieanintelitiiicataniniinaseisesin, A es a ee 
Business accident (for An accident to the one insured. Certain amounts are paid 7 sal i | re 
all partners and important to the business (rather than to the insured or a personal raw material is destroyed or dam E fa 
executive officers) beneficiary) for dismemberments, loss of eyesight, or for aged, by tornado, riot, civil commo- FP hi 
death. tion, falling aircraft, or explosion. | . 
Business _ _ -_ . ee trom —— paid to the business (rather Because the chances of accident F 
aouieans ; are quite prevalent in a brick plant, : 
Fallen building cla On Monwe ee 
en g clause ire which follows the falling of a building. ithout this * * . : 
(to be added to fire clause, a building falling before the start of the fire would against serious losses which might ; 
policy) void the fire insurance.) arise from bodily injury, death, or | 
Fidelity Bond The dishonesty of employees or debtors of the insured. damage to the property of others 
é $$$ —_—______—__—__—__—_———_ not in the employ of the insured, 
Fire Fire damaging or destroying the insured property. for which the insured is held liable. 
Hired car public liability Bodily injey or yon gh ~ waperty ry oy gh A If trucks are owned, truck liabil- 7 
and property damage ntownedbyhim ity and property damage insuranee 
Occupational disease (to Illness caused by the hazards which are constantly present should be carried. If hired ae = 
be added to workmen’s in the regular operation of the named business. used for delivery, then hired cat 
compensation policy) public liability and property dam- 
Public liability and Bodily injury, death, or damage to the property of others 4&¢€ should be bought. 
property damage (not in the employ of the insured) for which the insured is Because of the fact that partners 
held liable. ° 
4 PRs RECS I ME are often asked 
Truck liability an Bodily injury, death, or property damage arising from the 7 " ’ 
property ius operation of a motor truck owned by or operated for the to endorse notes given by clay prod 
insured. ucts manufacturers, business acti 
Workmen’s compensation Injuries to workmen for which a workmen’s compensation dent and business life should be 
law requires the employer to pay. applied to each endorser. 
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Uninsurable Hazards 


The way to avoid losses due to uninsurable 
hazards is to understand the business, as 
it is described by this industrial authority. 


By HERBERT V. KAEPPEL 


Managing Editor, Brick and Clay Record, Chicago 






The clay products in- 
dustry is composed of 
some 2,000 manufactur- 
ing units distributed 
over the entire country 
from Maine to California. In good 
years, the value of its products ex- 
ceeds $250,000,000 and those prod- 
ucts are classed among the most 
durable of all building materials. 

As in all of the older industries, 
there have been changes both in the 
physical aspects and in the prod- 
ucts manufactured. Forty years 
ago there were in existence some 
7,500 producing units. They were, 
of course, mostly small plants serv- 
ing a rather restricted territory. 
Shrinkage in the number of units 
has been a healthy process and has 
resulted in larger and better plants, 
far superior products, and a much 
higher type of management. 

What has happened in the entire 
industry over a period of years is 
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typified in dramatie fashion by the 
recent history of one important 
brick producing district. Just 15 
years ago, there were more than 100 
producing units along the Hudson 
River, between Poughkeepsie and 
Albany, supplying approximately 
11% billion bricks annually to the 
metropolitan New York market. 
Today, there are some 25 active pro- 
ducing units remaining. These 
plants have, roughly, the same pro- 
ducing capacity as the 100 plants 
of 15 years ago. Their total invest- 
ment is much greater, however, and 
their product is better and cheaper. 

While I have mentioned 15 years 
as the time it took to complete this 
revolution, actually, the major part 
of the transition was accomplished 
in a matter of just a few years. In 
an incredibly short time, back in the 
1920’s, the industry on the Hudson 
River shifted from horse and hand 
to machines and power. Much money 


A typical present-day brick plant, located at the edge of North Birmingham, Ala. 


was lost not only by brick manu- 
facturers but also by those who had 
loaned money to manufacturers who 
are not alert to the situation. 

Changes, consolidation, and im- 
provement is still going on, not as 
rapidly as in the instance cited, but 
surely, nevertheless. That is pro- 
gress under our industrial system— 
a ruthless, cave man type,. perhaps, 
but progress just the same. 

About a year ago, I was ap- 
proached by an official of a large 
bank who had been asked for a $50,- 
000 loan by a brick manufacturer 
and was looking for some reinforee- 
ment of his judgment from an im- 
partial source. He asked me to give 
him my opinion of the outlook for 
the immediate future of the build- 
ing industry in his territory, as- 
suming, and perhaps naturally, 
that the company in question would 
share in the revival of building. 

I answered his question to the 
best of my ability and then, because 
I was curious to know the basis of 
reasoning he was applying in grant- 
ing the loan, I said: ‘‘You know, 
while building is coming back, it is 
going to be a relatively slow process, 
with a boom several years off. What 
makes you think that this company 
will share immediately and propor- 
tionately in an increase of building 
activity ?”’ 

‘The X-Company had a fine rec- 
ord of successful brick manufac- 








An automatic stiff-mud machine (right background) with the cutter immediately 
in front of it, and the off-bearing belt and a partially loaded dryer car in the 
foreground. A conveyor returning waste clay to the pug mill is at the left. 


turing before the depression. It has 
made money in the past. The man- 
agement is the same today. And the 
product is just as good as ever.’’ 

‘*That’s fine,’’ I said. ‘‘And you 
are right in assuming that the X- 
Company will make money. Now 
here is the Y-Company in this same 
city. It had an even better record 
of earnings during the last building 
boom and all your other reasons 
apply also. Would you grant it a 
similar loan?’’ 

‘Well, I suppose so,’ 
swered. 

**You would be wrong. It is go- 
ing to take the Y-Company a great 
deal longer to come back than it 
will X, for two reasons. I happen 
to know that Y has permitted his 
dealer organization to disintegrate 
during the depression. Many of his 
dealers have left him and, to save 
money, he has made no effort to 
replace them with new dealers. He 
does not now have the necessary 
outlets for the sale of his products 
that he should have. He'll sell 
fewer brick until he corrects this 
condition. 

‘*More important than that, how- 
ever, Y’s costs have increased in 
the last few years. Oh yes, his 
plant and equipment are still in 
good shape but, unfortunately, he 
has run into a pocket of stony clay 
in his pit. It costs money to get rid 
of stones in clay—or, if you leave 
them there, they increase your costs 
by increasing the amount of second 
quality ware which must be sold at 
a lower price.’’ 
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So drastic a change in the nature 
of the raw material is somewhat 
rare. Still, clay being what it is, 
the hazard exists, as it did in this 
case. 

An adequate dealer organization, 
however, is vital to all clay plants 
except those that depend wholly on 
their local market. All things being 
equal, the company with the best 
dealer distribution will get the most 
business. 

I interviewed a number of bank- 
ers in gathering data for this ar- 
ticle. A question that seems to be 
in the minds of most of them is, 
‘*What about the future of the clay 
products industry ?’’ 

That is a fair question, particu- 
larly in the light of all the new 
things that have been presented in 
the building industry in the last 
few years. Prefabricated houses, 
sheet steel and plywood walls 
backed by insulation, poured mono- 
lithic econerete houses, standard 
steel framing members—all have 





Check On These 
Uninsurable Hazards 
In Your Brick Factory 


1 Decline in sales outlets. 
2 Increased operating costs. 


3 A change in the raw ma- 
terial. 


4 Lack of research, 


5 Inadequate reserves. 


received tremendous publicity. Such 
publicity is always introduced with 
a diatribe against the antiquated, 
high cost methods of building with 
so-called old line materials. No 
wonder, then, that bankers (and 
many other business men _ also) 
wonder about the future of such a 
material as brick. 

Let’s take the subject of prefab- 
ricated housing. There are today a 
number of companies offering so- 
ealled prefabricated houses for sale. 
As yet, however, there has been no 
prefabricated house built which did 
not cost more than if this same 
house, identical as to every feature 
of design, had been built of old line 
materials by old line methods. 
Practically any architect will verify 
this statement. True, some of the 
modern houses cost less per room 
than houses of older design. But 
when we study them, we invariably 
find that the reduction in cost has 
been effected, not by prefabrication 
nor by the modernization of con- 
struction methods, but by the very 
simple expedient of building less 
house. 

For example, in the modern, so- 
ealled prefabricated houses, base- 
ments are omitted and for them are 
substituted very small, ground floor 
rooms containing the furnace and 
laundry. Next, dining rooms are 
omitted, an alcove at one end of the 
living room generally serving. Third, 
ceilings are lower and, fourth, at- 
ties are omitted. These may all be 
admirable changes, just as practi- 
eal and sound as the elimination of 
the frosty ‘‘parlor’’ of a generation 
ago. But all these changes can be 
effected just as well with old line 
materials like brick and lumber, as 
with steel or plywood. 

Even so, let us for a moment as- 
sume that prefabrication is the com- 
ing thing and that materials like 
clay products must either conform, 
or suffer. Very well, in that case, 
clay products will conform. In 
fact, they have already conformed. 

At the Century of Progress Ex- 
position in Chicago, a house was 
built having four inch brick panels, 
fabricated on the ground with steel 
reinforcing rods laid in the joints 
and acting in the same manner as 
reinforcing rods do in concrete. The 
entire panel was hoisted to its place 
by a small crane. Since then, a 
number of such houses have been 
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built in and around Chicago. They 
compare most favorably in cost with 
sheet steel or plywood walled 
houses, even though they have the 
additional advantage of completely 
fireproof walls, floors, and parti- 
tions, and certainly they are better 
looking. 

A brick manufacturer downstate 
in Illinois is now building in his 
plant prefabricated panels of brick, 
reinforced, which are trucked to 
the building site on specially built 
trucks. 

Thin brick, ranging: from three- 
quarters to two inches thick, are be- 
ing manufactured and may be used 
as a veneer over metal lath attached 
to steel or wood framing members. 

The whole field of reinforced 
brick work is new, giving to that 
5000-year-old industry a new poten- 
tial just as great as concrete re- 
ceived when the principle of rein- 
forcing was first applied to that 
material. 

Two years ago in Iowa, manufac- 
turers, in cooperation with lowa 
State College, developed a new hol- 
low elay unit for flooring which 
makes it possible for any handy 
farmer or workman to build his own 
fireproof floors. Beams of hollow 
tile, reinforced, are built on the 
ground and hoisted into place by 
winch or crane. Openings between 
the beams are spanned by special 
tile units and the whole covered 
with an appropriate flooring mate- 
rial. Since the introduction of this 
idea, more than one million square 
feet of this type of floor have been 
used. 

Many more examples could be 
cited showing how the clay prod- 
ucts industry has kept pace with its 
competition. All of these things 
point to an important fact that 
should not be overlooked. The clay 
products industry is dealing with 
a plastic material capable of being 
easily formed into any desirable 
shape. Thus there is inherent in its 
material the possibility of continual 
adaptation to change. 

No, the threat of obsolescence is 
not immediate for brick and tile. 

During the depression many 
owners of clay plants went out of 
business. I say ‘‘owners’’ advisedly. 


The plants do not go out of busi-’ 


ness nearly as often as the owners. 
Because of the nature of the manu- 
facturing operation, a clay plant 
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The clay industry meets the competition of new products with pre-fabricated walls 


of reinforced brick. These brick panels may be erected at a speed and cost 
comparable to other pre-fabricated materials. 


cannot be used for anything but the 
manufacture of clay products. Un- 
like a machine shop, for example, 
a clay plant with its special equip- 
ment, its dryers, its kilns, cannot 
readily be adapted to some other 
type of manufacturing operation. 
As a result, clay plants stay in busi- 
ness as clay plants. Owners fail and 
the property is sold, at a few cents 
on the dollar, to another owner. The 
low investment cost is a decided ad- 
vantage for the new owner. 
Fortunately for the companies 
that have sufficient business acumen 
to stay solvent, the bankrupt com- 
panies usually permit their plants 
to run down badly before passing 
out. Nevertheless this situation sug- 
gests the importance of insisting 
that manufacturing operations be 
kept at the peak of efficiency, since 
low manufacturing costs are neces- 
sary to compete with low overhead. 
Another hazard to which many 
clay plants are subject is fire. Of 
course, this is a constant threat to 
every establishment, but, in the case 
of clay plants it sometimes acquires 
a seriousness of exceptional magni- 
tude. First of all, clay plants deal 
with fire in their manufacturing 
processes, particularly in drying 
and burning, in which high tem- 
peratures are used. Second, plants 
are usually located adjacent to clay 
deposits and these are frequently 
on the edge of town or out of city 
limits entirely, and far from avail- 
able fire-fighting equipment. As a 
result, fire insurance rates are some- 
times so high that they become a 





luxury not worthwhile. No imagi- 
nation is necessary to guess what 
happens to a clay plant, without 
fire insurance and without an ade- 
quate reserve for such a contin- 
gency, when it does burn down. 

There are unpredictable~ hazards, 
too. Four years ago the city of 
Long Beach had an earthquake 
whose repercussions were felt with 
considerable force in neighboring 
cities and in Los Angeles. When the 
dust of the quake cleared away it 
was found that many of the newer 
brick buildings, particularly schools, 
had suffered severe damage, brick 
walls in many cases having literally 
shaken flat. Overnight the brick in- 
dustry practically died. People were 
afraid to use the material and con- 
sidered it unsafe. 

Calm analysis and study finally 
revealed that it was not brick that 
was at fault but shoddy workman- 
ship and jerry building methods. 
Gradually, by developing new 
methods of laying brick that are 
foolproof so far as the human fac- 
tor is concerned, and by education, 
the people are being won back to 
brick. 


Intangible items cannot safely be 
overlooked in appraising real estate; 
for, such items as changed market 
conditions, the financial success of 
the borrower, and the changing liv- 
ing habits of tenants and owners, 
may be the key to a decline in the 
income from the property or an in- 
crease. 
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How To Explain 


How A Bank Collects Checks 


HE following is a complete 
[eet I have found to be of 
interest to business men when 
accompanied by the charts shown 
on these two pages. 
* * * 


It is my earnest desire that this 
meeting be informal. I don’t exactly 
know the reason, but it seems that 
every time someone from a bank 
goes before a group to discuss any 
phase of banking, there is a formal- 
ity about it all that has a tendency 
to freeze the blood of the speaker 
and throw the audience into solemn 
trance. So let’s assume that you 
and I are sitting down for a little 
chat about the First National Bank, 
in which I will try to show you how 
the bank carries on its business and 
what the bank means to you, as citi- 
zens of Mishawaka, and—what is 
more important—what you mean to 
our bank. 

A bank is no different, in many 
ways, from a drug store, dry goods 
store, or any other business which 
is conducted in our town. It has 
banking service to sell and that is 
the commodity in which it deals. It 
is owned by Mishawaka people who 
are stockholders in it, and your next 
door neighbor may be a stockholder. 

The stockholders elect a board of 


Here is a speech based on two charts which 
has been successful in helping one banker 
develop a better understanding of a bank’s 
service to the business of the community. 


seven directors from among them- 
selves. These directors elect the of- 
ficers who operate the bank. Most 
of the stockholders and directors 
and all the officers and employees 
are citizens of Mishawaka. The bank 
is therefore as much a part of Mish- 
awaka as your postoffice or schools. 


To be without banking facilities, 
would slow down the business life 
of the whole city. Payrolls would 
have to be paid in cash by the fac- 
tories, which might have to ship in 
large quantities of currency and 
silver at their risk and expense. No 
checks would circulate and the peo- 
ple would have to take care of their 
eash as best they could. So the wel- 
fare of the town and its bank are 
mingled for the common good. 

The history of your bank and 
facts about it are interesting. The 
First National Bank of Mishawaka 
received its charter to do a banking 
business January 7th, 1899. The 
men on the board of directors at 


A chart like this will make a speech a success before any group, for it makes 
the travels of a check in transit dramatic, understandable, and fascinating. 


“OUT OF CITY” CHECK 
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that time were: J. A. Roper, who 
owned a furniture store; M. V. 
Beiger, founder of what is now the 
Mishawaka Rubber & Woolen Manu- 
facturing Company; Luther Cass, 
an insurance agent; Charles Frank, 
lumberman; Nicholas Schellinger, 
partner in the Kamm & Schellinger 
Brewery ; F. G. Eberhart, associated 
with Mishawaka Rubber & Woolen 
Manufacturing Company. 

The bank was located in a front 
room facing Lincoln Way on the 
same corner on which our building 
now stands. This room was part of 
the Milburn Hotel, although sepa- 
rated from it. When the bank built 
its present building, the Milburn 
Hotel was dismantled. The popula- 
tion of Mishawaka at the time of 
the chartering of the bank was 
5,000. 

In 1909 the bank purchased and 
remodeled the building across the 
street and moved into larger quar- 
ters where Hooks Drug Store now 
is. The population at this time had 
increased to 8,000. Total deposits 
of the bank were $350,000. 

The present bank building was 
begun in 1924 and completed in 
1925. As mentioned before, the 
building in which the bank origi- 
nally began was demolished when 
the present building was erected. 
Deposits, $4,000,000; population 
23,000. 

Now, in 1937, the population of 
Mishawaka is 30,000 and the de- 
posits of the bank are over $6,000,- 
000. 

Operating in the same banking 
quarters (as a sister bank) the First 
Trust & Savings Bank was consoli- 
dated with The First National Bank 
on June 23, 1936. 

The North Side Trust and Sav- 
ings Bank began business in 1907 as 
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By 
DONALD B. SMITH 


Cashier, First National Bank of 
Mishawaka, Indiana 


co 


Another chart used by 
Mr. Smith was described 
in the September issue. 


an independent state bank, affiliated 
1922, and consolidated as a branch 
with the First National Bank on 
June 23, 1936. 

Your bank is 38 years old, has 
withstood three major depressions. 
It is the largest national bank in the 
Northwestern section of the state. 

We have gathered some interest- 
ing figures and facts about your 
bank that you might like to hear. 

The First National Bank serves 
16,213 depositors in this city and 
some in outside cities and states. 

About 5,000 people pass in and 
out of the bank’s doors every week 
end when the payroll checks of 
our factories are cashed. 

Many of our depositors have 
been with us since the bank was 
organized and have continuously 
kept funds on deposit for more 
than 38 years. 

Every week about $200,000 in 
pay checks are cashed, involving 
the use of: 10,000 pennies, 3,000 
nickels, 2,500 dimes, 2,000 quar- 
ters, and 2,000 half dollars. 

To operate the bank 35 em- 
ployees are required, divided as 
follows: 10 tellers, 6 posting ma- 
chine operators, 2 head bookkeep- 
ers, 1 telephone operator, 2 safety 
deposit custodians, 1 real estate 
department manager, 1 secretary, 
4 clerks, 3 officers, 2 branch man- 
agers, 2 janitors, and 1 elevator 
operator. 

Without exception, these em- 
ployees are all Mishawaka people. 

The board of directors has seven 
members, six of whom are Mish- 
awaka citizens. It is composed of : 
3 bank officers, 1 retired physi- 
cian, 1 manufacturing executive, 
1 farmer, and 1 insurance and 
real estate dealer. 
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The following equipment is 
necessary to operate the bank: 12 
money changers, 17 typewriters, 
15 adding machines, and 7 book- 
keeping machines. 

The First National Bank has 
128 stockholders. 

206 different forms are required 
in the operation of the bank, such 
as deposit tickets, note notices, 

and so on. 

All of you are interested in what 
goes on ‘‘behind the scenes.’’ Most 
of the work in banking is done for 
the customer after the customer 
leaves the bank. When you cash 
your check or make a deposit, the 
actual time you spend at the teller’s 
window is small, compared with the 
bookkeeping the bank employees 
must do in order that the records of 
all concerned may be complete. May 
I invite your attention to these 
charts which outline graphically the 
bookkeeping involved in the more 
commonplace banking operations. 


Deposit Ticket History 


The deposit slip, or ticket, (which 
the bank prays you will make out 
yourself) is a record of the eur- 
rency, silver, and checks deposited 
by you. Before it can be entered on 
your pass book, the teller must in- 
ventory the deposit. He counts the 
eurrenecy and silver, sees that the 
checks are listed for the correct 
amount and that the checks are 
endorsed by you. He checks your 
addition, and if everything is in 
order he enters the deposit total on 
your pass book. 





After he has audited the deposit 
ticket, the teller lists it on his proof 
sheet. Later, a clerk proves his list 
of all deposits at a proof desk. At 
the sorting desk, the deposit tickets 
are sorted alphabetically in prepara- 
tion for posting. 

The statement posting machine 
lists it on the customer’s statement 
and adds it to the balance. The 
ledger posting machine makes the 
same entry on the bank’s ledgers. 

At the general proof desk, the 
combined deposits for the whole day 
are totaled as a third proof on all 
deposit entries. 

Your deposit ticket, with those of 
all other customers, is bound to- 
gether under a dated wrapper and 
filed in a temporary storage vault. 
If, for any reason, it needs to be 
used again, it is readily available. 
After six months, it will be moved 
to the permanent vaults for storage 
with all the deposit tickets since the 
bank began business more than 38 
years ago. 

The bookkeeping activity con- 
nected with a deposit ticket is not 
so great as with a check. It is listed 
five times, calls for eight different 
operations, and is handled ten times 
before it sinks to rest in the record 
vault. 

There are several reasons why the 
bank wishes that you would make 
out your own ticket. First, it will 
save the time which the teller would 
spend doing it for you. Have you 
ever waited in line before a window 
in the bank while the teller did this 
for some other customer? He could 


Businessmen realize that every deposit causes the bank a lot of work when the 
number of times the deposit slip is handled is demonstrated with this chart. 
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eash many checks while he did this 
extra work. Second, if you fill out 
the deposit ticket, it is in your hand- 
writing and helps identify it in case 
of a dispute. 

The reason the bank keeps all of 
its deposit tickets is so they may be 
available to any depositor who 
wishes to see what he deposited at 
any time on his account. 

* * * 

Here is a sample of a talk used 
with the chart titled ‘‘Out-of-City 
Check.”’ 

Perhaps nothing has lost more 
friends or customers for the banks 
than the ‘‘out-of-city’’ check. The 
owner of the check usually wants it 
turned into good, hard cash right 
now, and that the bank cannot do, 
in most circumstances, without 
violating good banking practice. 
The suggestion by the teller that the 
owner of the check leave it for col- 
lection sometimes meet with an irri- 
table rejoinder from the owner that 
he cannot wait that long for his 
money. 

The obvious fact that the bank 
will have to wait for its money after 
cashing the check apparently is of 
no consequence to the owner of the 
check. He firmly believes that banks 
are here to cash all checks on the 
spot. He feels that here is a good 
check (all checks are good to the 
holder until proven otherwise) and 
the bank is unreasonable in asking 
him to wait until it is collected. 
Says he, ‘‘no wonder people don’t 
like banks.”’ 

A study of the time and work in- 
volved in converting a check drawn 
on an out-of-city bank into funds 
which the bank can, without reser- 
vation, allow the customer to use, 
will show why the bank cannot af- 
ford to pay out cash on ‘‘out-of- 
city’’ checks until they are collected. 

On the chart ‘‘ Out-of-City Check,”’ 
let us follow a check drawn on a 
Cairo, Illinois, bank, which is pre- 
sented at our Mishawaka bank for 
payment. After the teller’s explan- 
ation, the owner decides to deposit 
it subject to collection. 

The check is now on its way 
through the bank’s accounting sys- 
tem. The teller lists it on his records 
under the heading ‘‘Remittances”’ 
which is the bank’s name for any 
‘‘out-of-city’’ check. His listing is 
proven at a proof desk. Next, with 
other out-of-city checks, it is sorted 
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into one of five groups. These 
batches are made up into letters at 
a sorting desk and sent to one of the 
five banks which will collect the 
eheck for our bank, in the shortest 
time and in the most economical 
manner. Of course, our bank could 
send this Cairo check direct to the 
Cairo bank, but that bank would be 
justified in making an exchange or 
collection charge because of the 
special treatment such a procedure 
would require of them. 

One of the privileges extended to 
banks which are members of the 
Federal Reserve System is the free 
eollection of checks by the Federal 
Reserve Bank under a reciprocal 
agreement. Our bank does not 
charge the Federal Reserve Bank 
for checks that are paid at our bank, 
and all other banks which are mem- 
bers of the System do not charge 
each other—therefore, we put the 
Cairo bank check in our letter to the 
Federal Reserve Bank of Chicago 
along with other checks on mid- 
western banks which we wish to col- 
lect. 

After the check is sorted into this 
letter, it is listed on what is called 
a transit machine. This machine 
may best be described as a combina- 


tion of an adding machine and a 
typewriter. As it lists the ‘‘out-of- 
city’’ checks, it writes a series of 
coded numbers beside the listing, 
which identifies the depositor of the 
check and the bank on which it is 
drawn. These code customer num- 
bers are assigned to customers who 
deposit large numbers of checks. 

In ease the depositor does not de- 
posit ‘‘out-of-city’’ checks  fre- 
quently, he will not have a number, 
and his full name will be written 
beside the check on the list. The list 
is made in duplicate. The original 
is sent with the checks to the collect- 
ing bank, and the duplicate is held 
for a permanent record. Thus if a 
letter containing checks is lost, or 
one of the checks is lost, our bank 
has a record of four identifying 
features of the check: 

1. Bank to which the check was 
first sent. 

2. Bank at which check was 
payable. 

3. Customer who deposited it. 

4. Amount of check. 

After the listing has been made 
by the transit machine, the checks 
with the letters or lists are sent to 
the general proof desk. The totals of 
the letters are compared with the 
totals of all tellers’ lists of them, 
and if they correspond, the lists and 
checks are handed to the mailing 
desk. Here the number of checks in 
the letter is counted and compared 
with the number listed and the let- 
ter sealed and prepared for mailing. 

Up to now, all this work was done 
in our bank. The ‘‘out-of-city”’ 
check was listed nine times, handled 
fifteen times and went through six 
different operations in Mishawaka. 

Now we will follow it in its travels 
on its way to Cairo. From Misha- 
waka it arrives next morning at the 
Chicago Federal Reserve Bank. 
Somewhat the same things happen 
to it there as happened to this check 
in our bank. In brief, it is sorted, 
endorsed by the Federal Reserve 
Bank, and listed in a letter to the 
St. Louis Federal Reserve Bank, be- 
cause it is the nearest Clearing Re- 
serve Bank to the city of Cairo. It 
arrives at the St. Louis Federal 
Reserve Bank and is forwarded by 
it to the Cairo bank. 

At last, our check has reached the 
paying bank on the third day of its 
travels. Still, no money is available 


(Continued on page 638) 
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Let’s Prepare For 






Future Opportunities In Banking 


Every bank officer and director can get an inspiration of benefit to his bank 
from reading this fascinating final appeal for organized scientific research. 


‘‘Research pays because you know 
what you want, go after it with in- 
formed brains by scientific method, 
and, in general, get it; but it often 
yields double dividends because you 
get something more that you didn’t 
go after.’’—Robert Andrews Millikan. 


HE previous articles published 
Ts this magazine outlining some 

of the potentialities inherent in 
organized bank research have set 
forth many possible objectives and 
many desirable ends that might be 
attained through the serious pur- 
suit of such a program. Among 
them are the following: 

The escaping of the bureaucra- 
tization of banking. 

The re-establishment of bank 
leadership as a financial and social 
foree. 

The addition of new, broader, 
profitable services. 

The improvement of the person- 
nel. 

The development of more ade- 
quate machines, accounting methods, 
and office management and arrange- 
ment on a safer, more pleasing basis. 

The reduction of losses in eredits 
and in investments. 

The self-coding of banking stat- 
utes that would place banking stand- 
ards above the present requirements 
of bank supervisors. 

The registration of individuals 
that would give dignity and im- 
portance to millions whose records 
are now obscure, incomplete or non- 
existent, but which records are now 
becoming essential in the light of 
the Social Security Act. 

Vocational guidance to customers 
that would multiply their income. 

The possible leadership toward a 
permanent type of peace whereby 
economic integration would drive 
out the disrupting forces of war. 
The insistence that new taxes rep- 





resent proportionate new gains, and 
the introduction of standards in 
governmental efficiency that would 
assure tax dollar values for tax dol- 
lar contributions. 

Such a role for bank research in- 
deed seems a broad order based on 
a colossal faith in such an activity. 

Not all of these things would 
spring full blown from the labora- 
tories of bank research. But these 
things are desirable goals for finance 
and for society, for industry and 
commerce. 

They will not develop spontane- 
ously in our midst. They must be 
first envisioned as -desirable. A 
search for ways and means to attain 
them must be organized. In that 
organization there must be mixed 
patience and faith, courage and 
hope, money and intelligence. All 
of this, summed up, represents what 
is meant by organized bank re- 
search. 


@ Research may not bring all these 
products as a result of rubbing 
Aladdin’s lamp, though for many 
another industry it has brought far 
greater results than many of these 
listed objectives. But out of a long 
life spent in research pursuits, Dr. 
Millikan, who is one of the rare 
scientific spirits of our day, tells us 
that we will not only achieve defini- 
tive objectives, but will obtain many 
more things we did not originally 
envision as possibilities eventuating 
from our efforts. 

Perhaps one of the greatest bene- 
fits that could come out of bank 
research would be to give to bank- 
ing itself a new concept of its place 
and: its function in our economic 
and social order. Perhaps facts 
established by exhaustive study will 
show the unrighteousness of one 
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small group utilizing the monetary 
reservoir of a community or a state 
or a nation for their own personal, 
private gain. Perhaps these facts 
will point out that banking is a high 
trust inseparably bound up with the 
sacred lives and hopes of thousands 
and millions of people. 

It may lead bankers into a concep- 
tion that it is their duty to act solely 
in the interest of the public, and, 
while providing a return to the 
stockholders commensurate with the 
risk and service rendered, neverthe- 
less no unholy gains should be 
sought at the jeopardy of the de- 
posits of individuals or the stability 
of the economic order of the commu- 
nity. 

Such has not always been the case, 
and banking must place itself on 
such a plane that it will attract and 
hold high-minded men in its service 
who are adequately paid for this 
type of duty. 

They must be content to find their 
security and their income from the 
honorable conduct of the affairs of 
others rather than in the pursuit of 
their private gain at the expense or 
at the risk of those who have ac- 
cepted them as trustees in the light 
of what the word trustee fully im- 
plies. 

The impeachment or incarceration 
of the judiciary is rare in this coun- 
try. Is there any reason why bank- 
ing could not in time be elevated to 
an equal plane? 

Today, so many points of bank 
conduct are vague and uncertain 
that even the most upright and most 
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Objectives Suggested For A Bank Research Organization 


1 The escaping of the bureauc- 
ratization of banking. 


2 The re-establishment of bank 
leadership as a financial and 
social force, 


3 The addition of new, broader, 
profitable services. 


4 The improvement of the per- 
sonnel. 


5 The development of more 
adequate machines, accounting 
methods, and office management 
and arrangement on a safer, more 
pleasing basis. 


6 The reduction of losses in 


credits and in investments. 


7 The self-coding of banking 
statutes that would place banking 
standards above the present re- 
quirements of bank supervisors. 


8 The possible leadership to- 
ward a permanent type of peace 
whereby economic integration 
would drive out the disrupting 
forces of war. 


9 The insistence that new taxes 
represent proportionate new gains, 
and the introduction of stand- 
ards in govermental efficiency that 
would assure tax dollar values for 
tax dollar contributions. 


10 The objective visualization 
of the needs of our modern econ- 
omy, which has been so highly 
developed through hundreds of 
millions of dollars spent by indus- 
try, agriculture, government, and 
science; so that banking, which 
has so far spent nothing on scien- 
tific research, may be able to facil- 
itate the flow of this economy to 
the greater general benefit of all, 
and consequently to banking itself 
as an enlightened and modernized 
servant of our current social 
order. Such steps will assure to 
banking permanency, leadership, 
and profit. 





intelligent find the way foggy and 
uncertain. Research in its clarifica- 
tion of the proper paths to pursue 
can give guidance and direction to 
those who would carry the trade of 
banking into the classification of a 
profession. Once set upon this road, 
the adherence to the ethics of bank- 
ing established as a profession would 
be more certain and more inspiring 
than under today’s conditions. 

A product of research that may 
not be looked for as a defined objec- 
tive in the laboratory .could, never- 
theless, evidence itself through the 
high-minded standards of intelligent 
application of the fundamental prin- 
ciple that serving the ultimate bene- 
fit of the consumer will produce 
more business and greater profit 
than the dog-fight type of competi- 
tion. It is obvious that banking it- 
self must first apply the rule before 
it ean hope to lead others to accept 
and apply it. 

The new social order we hear so 
much about is mostly in terms of 
governmental paternalism carried 
out with money collected from tax- 
payers, most of whom are either 
corporations or employees of corpor- 
ations in one capacity or another. 
There cannot be other than tremen- 
dous waste when a political agency 
collects money at great expense from 
a vast citizenry, and under bureaus 
of infinite multiplication seeks to 
return to the public such collected 
funds in some form of benefit. The 
amount of such funds absorbed in 
the process of collection and distri- 
bution allows but a small ratio ever 
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to reach the intended beneficiary. 

But if business as a global unit 
will not examine into the require- 
ments of the people, most of whom 
it employs, and recognize their needs 
and ambitions, who is to blame that 
some crusading dreamer sets forth 
an impossible Utopian ideal? Some 
later demagogue, chancing upon a 
half-conceived expression of the 
ideal may adopt it as a campaign 
program to lift himself into office, 
where the opportunity to hand out 
funds and patronage ensures to him 
a position of leadership and profit. 

Why is it that the federal govern- 
ment had to adopt a program of 
home modernization before banking 
and business could get together to 
stimulate activity? Business and 
banking could have worked out this 
plan jointly as they later did and 
could have received the appreciation 
of the public for a constructive pro- 
gram. 

Why is it that government has 
had to interest itself in the housing 
conditions that are a disgrace to a 
modern social order, when in the 
end, business and banking will per- 
form all the functions of building 
and financing the homes that gov- 
ernment has envisioned as proper 
for human habitation ? 

If banking had offered to finance 
homes for selected employees of in- 
dustries whose officers would take 
an interest in the welfare of their 
employed personnel, and without a 
suggestion of paternalism, lend aid 
and encouragement to those who 
seek a decent, permanent home; 


building could have been under way 
years ago, reducing long since the 
acuteness of many aspects of the de- 
pression. 

When some of these flashes of 
revelation come, business and bank- 
ing will poo] their research divisions 
in part. They will realize that the 
people of this nation are the most 
highly educated and trained group 
in the world, capable of producing 
many times their present output, 
and likewise capable of consuming 
that output. They will realize that 
the people of this nation are capa- 
ble of converting brains and raw 
material into useful, comfort-pro- 
ducing, pleasure-creating, labor-re- 
ducing articles to all who have the 
energy and ambition to acquire them 
through reasonable work and honest 
application, without the necessity of 
governmental intervention. 

Is it not plain that research into 
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the integration of the laborers in | 


one industry and their needs and 
desires with another can set up an 
interchange of goods that simply 
represents the modern ability to con- 
vert labor through the use of devel- 


oped capital applied to raw mate- § 


rials into all the human needs of 
which we can today conceive? 
Utopia indeed! But the political 
forees are bending society to that 
conception more rapidly than busi- 
ness is following through. And gov- 
ernment is the agency through 
which the process is being hastened 
faster perhaps than the economic 
order can adjust to the process. 
Research indeed is needed to stop 
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the fires that are burning back into 
the forests of our national wealth, 
by the light of which the demagogue 
dances and cries that all are being 
warmed. What research needs to do 
is to develop ways and means where- 
by the accumulated capital is pre- 
served and enhanced because its use 
produces far more wide-spread bene- 
fit than its consumption and redis- 
tribution can ever do. Research 
must show that accumulated wealth 
is seed corn with which recurring 
crops are sown, and that to devour 
the seed corn will one day bring us 
to a low state of acute want. 

Today government is carrying on 
the role of coordinator and _ inte- 
grator of capital, labor, and man- 
agement, and as umpire and police- 
men, as taskmaster and teacher, is 
forcing through programs that busi- 
ness and banking are today resisting 
or reluctantly accepting. Yet in a 
quarter century, these very pro- 
grams may be looked upon as more 
conservative than many practices of 
today. 

If research would go back to 1700 
and set down the customs and prac- 
tices of the day and list the reforms 
being promoted by the crusaders 
and demagogues, and then, each 
quarter century, relate the accepted 
order in vogue to the resistance of 
the previous day, it would bring out 
the useless warring between factions 
that finally comprise upon action 
which, in turn, becomes the strong- 
hold of the conservatives against the 
next wave of reform. 

The benefit of such researches 
could be that perhaps we could then 
envision the next quarter century, 
and without all the delay and ex- 
pense, all the suffering and loss, find 
more quickly those compromises by 
intelligent study through the fuller 
exercise of enlightened self-interest. 
Selfishness and greed are the basis 
of most of our abuses. Selfishness 
and greed are often the basis of 
advocated reforms, once they have 
left the sacred precincts where some 
idealist conceived them in subli- 
mated zeal for universal good. If, 
through adequate research, we could 
evaluate the benefits to be derived 
by the progress of the social order 
along the lines of the golden mean— 
no one giving up so much that he 
loses his all, no one grasping so much 
that someone else is wholly deprived 
—we could not, of course, leap from 
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With the ingredients of its own future lying within itself, and admitting the 




















fallibility of self-analysis, the banking fraternity can do no less to assure its future 
than to delegate the determination of those ingredients to expert, disinterested hands. 


our foggy battles of warring opin- 
ions of today into the clear light of 
the sunshine of the next century’s 
gains. But we could loose the tight 
brakes from our social progress that 
are of necessity being applied to 
prevent a down-hill runaway of our 
present order which, on any deviat- 
ing curve would, at too great a 
speed, upset the vehicle and over- 
turn our present economy. 

No matter how ill balanced this 
economy may be, it is producing 
results above those of any other 
order in the world today. What we 
need is simply, by intelligent study 
and analysis, to find ways and means 
of better balance. Under such cir- 
cumstances we can loose our brakes 
and on an assured straight road 
ahead coast onto a pleasant plain, 
and then in a reasonably short time 
take a new mountain road of up- 
ward progress under the momentum 
previously gained. 

In the absence of adequate re- 
search that covers the integrating 
field for business and banking, we 
are, in business, resisting and ecriti- 
eizing the programs of politics. It 
is possible—whether it is probable 
depends upon the fullness with 
which the conception is developed— 
that research organized by banking 
along a broad frontier that not only 
seeks to improve itself as an indi- 
vidual industry, but looks toward 
the function of integrating the 
forces of business for the common 
progress of all, can formulate or at 
least lay the foundation of which 
business as a whole can set up a pro- 
gram that can, without the expen- 
sive wasteful, corrupt and often 
stupid intervention of government, 





eut directly across the bonds that 
are binding our national forward 


progress. 
We could, perhaps a _ decade 
sooner, arrive at a more funda- 


mentally sound position from which, 
in turn, we can move forward, with- 
out the necessity of the extremes of 
depression correction, to a new high 
plane in successive steps, each made 
more possible by the soundness of 
the preceding effort. 

The deposits of the American 
banking system are a little over 
$60,000,000,000. These deposits are, 
according to accepted formula, 
transmutable into vast quantities of 
eredit, apparently far beyond the 
possible current needs of business. 
This latter sum is greater than our 
estimated national wealth. 

In the presence of such power, 
earried, or at least potential of be- 
ing carried, to such extreme limits, 
one cannot stand except in contem- 
plative awe of the authority over 
men’s lives and deeds which the 
exercise of this jurisdiction permits. 
One might as well conceive of one of 
our oceans elevated above the level 
of the land and subject to the con- 
trol of a group of men who ean 
withhold its flow and sterilize the 
earth, or loose its waters and drown 
out a vast part of man’s habitations, 
or by intelligent organization and 
engineering, exercise that authority 
to irrigate the land into exceeding 
fertility and generate hydroelectric 
power adequate to lift all physical 
burdens from the backs of men. 

The stupid misuse of such power, 
the stupid withholding of this force 
for lack of knowledge as how best 


(Continued on page 693) 
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Field Warehousing Experiences Show 


How To Increase Secured Loans 


Several bankers tell the editor how to get additional secured loans, how to 
judge the security, and how to increase loan lines beyond the usual limits. 


2 If it is not easy to find 
BANKERS new borrowers, steps 
oe might well be taken to 

lend more to present 
borrowers, for it is en- 
tirely possible to make certain types 
of loans—loans well seeured—in an 
amount above the usual legal limits. 

Bankers in several states have told 
me how this has been done, and have 
recited the splendid results obtained, 
not only in increased income, but in 
freedom from losses. 

The type of loan to which I refer 
is commonly known as a field ware- 
housing loan. It is secured by goods 
that have a daily cash market, which 
are placed in the custody of an expe- 
rienced field warehouseman, until 
the owner is ready to buy their re- 
lease by paying all or a part of his 
loan. 

Many a banker has found field 
warehousing a desirable way to help 
increase the volume of business of 
local industries. Not only does this 
make it possible for the local indus- 
try to operate on a larger scale, but 
it makes it far easier to operate the 
plant regularly throughout the year, 
instead of producing only in one 
season. 

A good illustration of this was told 
to me by a city banker who lent 
money to a manufacturer of out- 
board motors. This company had a 
demand for outboard motors only 
during a few months of the year. 
The largest part of the sales were 
made to a well-known mail order 
house. It had been necessary to lay 
off part of the help during a portion 
of the year, and to hire extra help 
and work overtime for a few months, 
in order to manage delivery on this 
seasonal product. 

An officer of the bank visiting the 
plant, discovered the situation and 
suggested field warehousing. When 
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he proposed the loan to the bank’s 
board of directors, someone raised 
the objection that the manufactured 
product was not a good basis for field 
warehouse receipts because, if the 
bank were left with the goods on its 
hands, they would not be easy to sell 
on the open market. Salesmen would 
have to be employed to sell them to 
retailers or to individual buyers. 

The loan officer had anticipated 
this point before suggesting the loan 
to his board of directors, and he sold 
the board on the idea by presenting 
them with a letter addressed to the 
bank by the large mail order house 
which had ordered the motors. In 
this letter, the mail order house 
stated that it would inspect the 
motors as they were made and would 
accept them in writing, sending the 
bank a copy of the acceptance and 
the order for the goods. 

In this way, the bank established 
an outlet for the goods before the 
loan was made, and this made it pos- 
sible to lend money on a manufac- 
tured product, which was, as a mat- 
ter of fact, a specialty product. 

The best type of collateral, usu- 
ally, is wheat or sugar, canned goods 
or dried fruits, or some such com- 
modity that might be considered a 
standard product that could be 
promptly sold on the open market. 

In questioning one banker, I asked 
if he had experienced a perfect rec- 
ord in the many field warehouse 
receipt loans he had made. 

‘Not quite perfect,’’ he said, ‘‘but 
we have never had a loss. We had 
one ease in which we had to take 
some canned goods on which we held 
warehouse receipts, but it took us 
only two or three weeks to sell them 


for cash, and the loan was paid and 
there was some money left for the 
owner of the goods, to whom we had 
loaned the money.”’ 

As one loan officer explained, 
canned tomatoes are a _ standard 
product and can be sold readily by 
canned goods brokers, regardless of 
where they were made. On the other 
hand, tomato juice and tomato cat- 
sup are not standard goods, because 
each manufacturer has his own 
method of flavoring and prepara- 
tion, and someone who had a sale 
for the particular type offered would 
have to be found in order to dispose 
of such goods. 

In the same way, a manufactured 
product becomes specialized and re- 
quires a knowledge of buyers who 
know the product in order to dis- 
pose of it quickly, unless, as in the 
story told about the outboard 
motors, definite sales commitments 
are in hand and copies of those com- 
mitments are in the bank. The value 
of the commitments, of course, must 
be judged by the reliability of the 
buyer. 

In general, the operation of field 
warehouse receipts as collateral for 
loans is simple. The goods are stored 
in the warehouse of the owner, but 
the warehouse is leased and paid for 
by the field warehousing company. 
The company places a custodian in 
charge of the goods who is bonded, 
and the field warehouse company it- 
self, if a reliable one, carries full 
protection with bonding companies. 
The owner of the goods is not al- 
lowed access to the goods in any way 
except by order of the bank lending 
money on the goods. 

When the owner wishes to with- 
draw certain amounts, the bank, 
after being paid a part of the loan, 
issues a release to the field ware 
house company, and the goods are 
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Beans Crude oil 


Products On Which Field Warehouse Loans Are Commonly Made 


Iron Ores Sponges 
Brick Dairy products Jute Paper Steel 
Broom corn Dried fruits Leather Petroleum products Sugar 
Burlap Feeds Liquors Pickles Sulphur 
Canned fish Fertilizer Logs Poles Syrup 
Canned fruits Flour Lumber Potatoes Textiles 
Canned vegetables Furs Meats Refrigerators Tilia 
Cement Glass Mohair Rice Vi 
Ceramics Grain Molasses Rubber products —— 
Clay products Grape juice Naval stores Scrap metal vam 
Coal Hay Nuts Seeds Wine 
Copper ore * Hides Olive oil Slate Wood pulp 
Cotton Hops Olives Spirits Wool 





withdrawn by the owner. The field 
warehouse company guarantees the 
bank title to the goods. They will 
not be released except on the bank’s 
order. 


The opportunity for making field 
warehouse loans is much broader 
than most bankers realize. Most of 
the loans of this nature have been 
made in the larger cities where the 
bankers have understood this type 
of business for years. In communi- 
ties where the field warehouse type 
of loan is not understood, it is quite 
common for local industries to 
finance with banks in near-by cities 
rather than at home. Sometimes 
this is due to the fact that the local 
bank is too small to provide all the 
money needed by the local industry. 


I have questioned city bankers on 
this point, and find that, in every 
ease, the city bank is not only will- 
ing but rather eager to have a part 
of such loans taken care of in the 
local banks—that part which can 
legally be handled by the local in- 
stitution. 

A banker in a small town, there- 
fore, knowing that one of his local 
industries is financing with a city 
bank, may very profitably discuss 
the matter of dividing the loan, with 
the management of the local indus- 
try and with the city bank where the 
financing is done. 

The local banker may discover 
that he will need to make an adjust- 
ment in interest rates on this type 
of loan—that is, the type which is 
divided between the city and the 
small town. At the present time, 
interest rates on secured loans in the 
larger cities are lower than the rates 


in the smaller places. To get this 
additional business, it probably will 
be necessary to make the rate uni- 
form in both places. This need not, 
however, disturb the rates on other 
local loans. 


If you have a large surplus of 
uninvested money, it would certainly 
be far better to have a part of it 
invested at 4% than to hold it for 
an 8% rate and not rent it at all. 
The fact that city banks have been 
able to handle loans at different rates 
of interest without any serious dif- 
fieulty with customers is an indica- 
tion that it can be done in smaller 
places as well. The thing to empha- 
size when the rate is changed to one 
customer is that this customer is be- 
ing given a very special concession, 
and of course the bank expects the 
transaction to remain confidential. 


While divided loans may have to 
be made at a lower rate, if the local 
bank can handle the entire field 
warehouse receipt loan, the current 
rate may be maintained. 

A banker in Wisconsin had a cus- 
tomer who needed a larger amount 
than the local bank’s legal limit. 
(According to Wisconsin laws, the 
local bank is privileged to lend 20% 
of its capital funds to one borrower.) 

At first, the local bank decided to 
lend the legal limit, and then to 
arrange with a city bank to handle 
the rest. But when the field ware- 
housing laws (as published on page 
344 of the June 1937 issue of Rand 
M°Nally Bankers Monthly) were 
examined, it was found that an ad- 
ditional loan amounting to 30% of 
the capital funds could be made, if 
secured by field warehouse receipts. 
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(The law states that this additional 
amount may be loaned ‘‘if secured 
by warehouse receipts for readily 
marketable, non-perishable goods 
which are fully insured, if the mar- 
ket value of the goods is 140% of 
the loan.’’) 

When this was discovered, the 
local bank saw that it could-handle 
the entire loan, and instead of divid- 
ing it between an open line and a 
secured line, the bank had security 
on the whole loan. In many states, 
there is no limit as to the amount a 
bank may lend one customer if the 
loan is secured by adequate ware- 
house receipts. 

The states which set no limit are: 
Alabama, Arkansas, Colorado, Geor- 
gia, Idaho, Kansas, Kentucky, Min- 
nesota, Mississippi, North Dakota, 
Pennsylvania, Texas, and Washing- 
ton. 

In the ease of national banks, 10% 
of capital funds is the limit on an 
open line, but an additional 25% of 
capital funds may be loaned to the 
same customer when the market 
value of the goods is 115% of the 
loan, 30% when the value is 120% 
of the loan, 35% when the value is 
125% of the loan, 40% when the 
value is 130% of the loan, 45% when 
the value is 135% of the loan, and 
50% when the value is 140% of 
the loan. 

Some bankers with many years of 
experience in handling field ware- 
house receipts tell me that they do 
not consider only the market value 
of the goods in determining the 
amount to loan. The amount is 
based upon the cost of the goods, 
and varies from 80% to 95% of the 

(Continued on page 695) 


675 




















































































































































We Have Plenty Of Loans 


Because We Develop Every Source 


Here is a complete explanation of the lending operations of a cashier who 
has had no difficulty in securing plenty of good loans at 6% and 8%. 


7 Investing our funds in 
profitable loans has not 
been a problem for our 
bank and we do not ex- 
pect to have idle funds 
in the immediate future. At the 
time this article is written, our bank 
is borrowing from the Federal Re- 
serve Bank to re-lend to our cus- 
tomers. 

Our statement as of June 30, 
1937, showed: 

Deposits $389,000; Governments, 
$16,000; other bonds, $12,000; and 
loans, $333,000. 

Government competition has not 
affected our volume of loans, due to 
the fact that we are eager to accept 
notes from the small business man, 
dealer, farmer, or manufacturer. A 
production credit association is 
located on the second floor of our 
bank building and we consider this 
organization a valuable customer of 
the bank. 

Unquestionably, the recent in- 
erease in the reserve requirements 
will tend to reduce our income from 
loans during the summer season, 
which is our borrowing period. 
However, the fact that we are bor- 
rowing from the Federal Reserve 
does not indicate that we will not 
continue to make sound loans. 

Our interest rate on most loans is 
8%, although we have made 6% 
loans when the notes are supported 
by high-grade collateral. Assuming 
that we granted additional loans 
aggregating $50,000 during the sum- 
mer months, and borrowed a like 
amount from the Federal Reserve, 
we could still realize a net income 
from this source, over a_ three 
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By GEORGE R. SMITH 


Cashier, Commercial National Bank 
Demopolis, Alabana 


months’ period, of $500, based on 
the present rediscount rate of 2%. 

The chief income of the people in 
our section is derived from agricul- 
tural products: lumber, hay, live- 
stock and dairying. Crop loans are 
usually made during the months of 
February, March, and April, which 
is the planting season. In December 
of each year, we mail financial state- 
ment forms to our farmer customers. 
The statements are returned to us 
early in January and we imme- 
diately submit them to the Federal 
Reserve Bank for an analysis, after 
which they are returned to us; those 
eligible for rediscount being so 
labeled. 

By this procedure, we know, be- 
fore an application is submitted, 
that the note is acceptable at the 
Fed. We, of course, check each 
statement closely to determine what 
progress our customer has made 
during the preceding year, and 
offer any suggestions we think will 
be helpful to him. 

In this, we have the full coopera- 
tion of our County Agent, who is 
always glad to make a personal call 
on the farmer and assist him in his 
farming operations. 


Crop Loans 


After we receive a financial state- 
ment from a farmer customer, we 
request him to come in and talk 
over his plans for the season. We 
try to determine what crops he will 
plant and the approximate number 
of acres he will allow for each crop. 
Also, we ask him to estimate the 
number of tons of commercial fer- 
tilizer he must buy, the cost of his 


labor, and finally, the amount of 
money he will need to borrow during 
the season. 

After this information is received, 
we submit the applicant’s statement 
to our board of directors for ap- 
proval of the line of credit he has 
requested. 

Our financial statement form not 
only includes an applicant’s assets 





and liabilities, but is ruled for enter. | 


ing in detail the cost of farming 
operations. For example, ruled 
columns on the back of the form 
have spaces providing for the fol- 
lowing: 

1. List of real estate and build- 
ings owned, with cash values and 
mortgages 

2. Crop operations: 

No. of acres planted 


Cotton 

Yield in bales 

No. of acres planted 
Corn —__ 

Yield in bushels 

No. of acres planted 
Hay —_— — 

Yield in tons 

No. of acres planted 
Peanuts ——@ —_—_——_——_ 


Yield in tons 
Live Stock Operations: 


Bred 
Horses ———— 
Marketed 
Bred 
Mules ——— 
Marketed 
Bred 
Cattle ————— 
Marketed 
Bred 
Sheep ——— 
Marketed 
Bred 
Hogs —- 
Marketed 


3. Cost of fertilizer: 
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-RECORDAK IS NOT JUST A 


“CHECK PHOTOGRAPHER” 
BUT A SAFER, LOWER COST. 
OPERATING METHOD... | 


This photographic system of 
accounting provides both 
bank and depositor with a pro- 
tection and security not possi- 
ble by any other method of 
bank operation. 


ECORDAK, the safest, fastest, 
most accurate and most eco- 
nomical system of bank account- 
ing. It eliminates expensive, in- 
volved machines, freeing their 
specialized, high-salaried opera- 
tors for other work ... ends dupli- 
cation of effort... lost motion... 
unnecessary overhead and costly 
overtime work. It provides photo- 
graphic records of every trans- 
action... records that are tamper- 
proof, extraction-proof, alteration- 
proof... speedily made ... easily 
handled and filed. . . a safeguard to 
bank and depositor alike. 





ee ® 
A Recordak installation carries no burden of pur- Users of Recordak report savings up to 45% net on 
chasing new equipment. For Recordak Systems are per-item costs, 50% on supplies, 90% in storage space. 


rented, not sold...no capital outlay required, no de- 


preciation, no special operator needed. a e C 0 q 3 A K 
eo @ ®@ 


Recordak Photographic Accounting Systems are Photographic Accounting 


serviced from 12 conveniently located offices...one close 


to your bank. Recordak Corporation, Subsidiary of 
Eastman Kodak Co., 350 Madison Ave., New York, N.Y. Systems 

















¢ 800.00 Demopolis, Ala.,. 


On Demand I, we or either of us 


promise to pay to the order of The COMMERCIAL NATIONAL BANK, of Demopolis, Ala.. 

Eight Hundred & No/100--------------2-r00- 

for value received, in gold coin of the United States of the present standard of weight and fineness 
With interest from date at the rate of @f per annum until paid. 


Payable at The COMMERCIAL NATIONAL BANK, Dempolis, Alabama. 
They bes heme separa end vie! os veintora) emer'ty far tbe payment otha neta ay ether Eabity or liahGitine othe undersigned ie tbe owner thar, beter 


be came be tow eniocing a herea/er aoe Uerat eee due w berwnfier (o Ae Ue loowing Rremery. town 


October 1, 1937 


a DOLLARS, 


member of their 
family or by any per- 
son for them, includ- 
ing all crops, produce 
and moneys that may 
be due the vunder- 
signed for rent, and 
advances during the 
CNP 19. .<00"” 


Warehouse receipts attached covering 16 B/C eggregate weight 8,021 Lba. 
Smith & Jones Warehouse Co. Nos. 1651-1652-1653-1654-1655-1656-1657 


1658-2659-1660-1661-1662-1665-1664-1665-1666. 


© dattver the whole ov any part thereat, or any subeti 
‘one-pertermacee of the preminn of 


Commercial National Bank 


DEMOPOLIS, ALA..__October 14th. __193 6 


M_Te John Rs Doe 


In addition to 
this, the mortgage 
also covers all per- 
sonal property of 
every character 
and description. A 
list and descrip- 





Demopolis, Alabama. 


tion of the farm- 





Dear Sir: 


We acknowledge receipt of Warehouse Receipts for..°7-1S="=>___Bales Cotton {or your account 


q@arks and numbers as follows: 


er’s live stock must 

















|34573 


be included in the 
mortgage. 
The notes and 





[e579 


mortgages usually 




















run from Feb. 1 to 
Nov. 15, the latter 
date being the end 








of the harvest sea- 
son in our section. 
The terms set out 





Piz iziolo 
wiv inmiolzis 
© |e |e de Je | 


in the mortgage 
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cover all future 
advances made 
after the first note 
is executed, by the 








following : 











Owners of cotton are requested not to sell by this receipt, as it is issued only as a memorandum of cotton 
left with us. Warehouse receipts will be delivered to the owner or on his written order WITHOUT RE- 
FERENCE to this receipt. Our personal attention to the selling of your cotton. No commission charged. 


Our market today: Middling---..--- Future Market 


Soliciting your patronage, we are. 





Top: The note used in connection with cotton loans. 
Bottom: The bank’s memorandum cotton receipt. 


4. Cost of labor: 

5. Seed and supplies: 

We realize that it is best for the 
farmer to get his loan in several pay- 
ments as he needs it, rather than 
borrow the full amount at one time 
and pay interest on money that he 
cannot use at once. This plan also 
enables us to inspect his farm and 
see that his farming operations are 
being carried out in a satisfactory 
manner, before we grant him the 
full line of credit. 

To protect ourselves on advances 
made to farmers, we take a crop 
mortgage at the time the first note 


is executed. The mortgage covers: 

‘*All of the crops, of every kind, nature, 
character and description, grown or caused 
to be grown during the year 19...., in 
County, Alabama, by the 
undersigned or either of them, or by any 
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down 
Yours truly, 
coces Lele adiath Fieve 
* 


‘“As well as to 
further secure the 
prompt payment of 
the other debts and 
demands herein- 
after mentioned.’’ 

Farmer’s crop 
loans are paid out 
of the sale of their 
farm products, but we do not require 
that the products be sold below a 
fair market price, even if the notes 
are due. In this connection, the un- 
usual eotton service we render to 
our customers will serve to illustrate 
this point. 


Unique Cotton Service 


We make loans to farmers for the 
purpose of producing cotton, sell the 
eotton to the buyer, and then loan 
the buyer money for purchasing the 
eotton from our bank. This service 
is offered free of any cost to the pro- 
ducer and yet our bank makes 
money by handling cotton. 

Before describing the plan, it 
might be best to state that we never 
buy cotton, but sell it upon specific 
instructions from our clients. When 


the cotton is harvested, we request 
our customers to have it ginned and 
stored in a bonded warehouse. Then 
the farmer brings us the negotiable 
warehouse receipt for each bale of 
cotton stored, together with a sam- 
ple from each bale. In lieu of the 
bonded receipts, we issue our memo- 
randum cotton receipt covering the 
number of bales shown. Our receipt 
shows the marks, warehouse num- 
bers, and weight of each bale, to- 
gether with the name of the ware- 
house in which it is stored. 

To facilitate the handling of cot- 
ton, we have installed a special tele- 
phone in the bank over which we 
receive market reports every 15 min- 
utes during the day in the cotton 
season. Moreover, we maintain a 
cotton show room with bins for filing 
the cotton samples, and large tables 
for showing the cotton. 

If a note of one of our customers 
is due and he does not wish to sell 
his cotton, we merely take a demand 
collateral note in renewal, secured 





A 16-Point Outline Of This | 


1 Government lending agencies 
have not prevented this bank 
from lending more than 85% of 
its deposits. 

2 Only 7% of deposits is in 
bonds, and 22% is in cash. 


3 Loans are twelve times bond 


holdings. 


4 New financial statements are 
secured from all farmer custom- 
ers each December and are then 
submitted to the Federal Reserve 
Bank for appraisal. Those state- 
ments which show the farmer’s 
notes to be eligible for rediscount 
are so marked by the Fed. 

5 Each farmer is then called 
in and asked to outline his crop 
plans and his credit needs for the 
year. 

6 The directors are then asked 
to grant the line of credit needed. 

7 A mortgage on all crops and 
chattels is taken at the time of 
making the first note and it pro- 
tects all loans made during the 
season. 


8 Borrowing cotton growers 
are required to warehouse their 
baled cotton and deposit the 
warehouse receipts with the bank. 
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by the negotiable cotton receipts. 
We protect ourrselves on these cot- 
ton loans by reserving the privilege 
of selling the cotton, if at any time 
the market drops below a certain 
figure near the amount of the loan. 

At times, we request our custom- 
ers to place a price limit on their 
cotton so that it may be sold when 
the market reaches the price selected. 

The cotton is sold under sealed 
bids with at least three cotton firms 
offering prices. Our only interest in 
the sale is to obtain a good price for 
our customer, protect the money we 
have advanced, and secure his de- 
posit. After the sale of the cotton is 
completed we pay the warehouse 
charges and proceed to bill the cot- 
ton to the buyer. For this work, 
the buyer pays our bank an exchange 
charge of 4%, of 1% of the total 
amount of each sale. 

When we collect from the buyer, 
we credit our customer’s account 
with the proceeds from the sale and 
charge his account with the amount 





Successful Lending Plan 


9 If the customer prefers to 
hold the cotton beyond the time 
when his note comes due, a re- 
newal is granted with the receipts 
as collateral; however, the bank 
reserves the right to sell at any 
time its officers feel that it is 
necessary to protect the loan. 


10 When sold, sealed bids are 
obtained from at least three 
buyers. 


11 Often a loan is made to the 
man who buys the cotton, ware- 
house receipts being taken as 
collateral. 


12 Many profitable installment J 
loans are made on home appli- 
ances such as washing machines, 
refrigerators and heaters. 


13 Loans are made to dealers 
to take up bill-of-lading ship- 
ments, 


14 Many farmers are financed 
in buying of farm equipment. 


15 Many F. H. A. loans have 
been made. 


16 Loans are made with life 
insurance as collateral. 





of his note. 
Special contracts 
with cotton firms 
permit us to make 
temporary loans to 
them for purchas- 
ing cotton from 
us. For such loans 
we use an accept- 
ance signed by the 
owner of the cot- 
ton and accepted 
by the authorized 
agent, or buyer, 
for the cotton firm. 


—__——miles from____ 


of pasture/renge . ___ 





THE COMMERCIAL ae ae by DEMOPOLIS, ALA. 


haan. Me. a wie wl Moa ppicrtion No ones 


county/parish, State ot__ <a 
_—____ (nearest shipping point) 


to THE COMMERCIAL NATIONAL BANK OF DEMOPOLIS, ALA. 


bdo handy eustily that I have inspected the livestock and range vastur: lands of Cnn agen and have tallied 
report the same es follows: 


Estimated 
__ wae +- So ae 


2020 | | Steere W's norms 0 87 £5, fay ot 


MARKET VALUE TOTAL 


32 €2| £27 6-0 
2442 F897 \4-0 
__ 24 Z€0020 


$2420 


2 7 meee 











Of course, in such 
eases the actual 


Show brand on livestock listed 


; “MT i AND BAR a 





cotton receipts are 
held by the bank 
as collateral until 
the loan is paid. 


If not, what would you recommend’ 


In whose name is brand recorded? oe = , 
Where is brand recorded? _County/ Pariah; Beet Na SS Page No  268- 
If brands are not recorded, state why _____- - _ ————— 


priest past 


oon meee) 








PASTURE/RANGE 


fads Bian of wg, 


f— miles_— 





a Yes es ition Qha. 





pestere—_____miles____ 


(Dererosmm) 
—_—_—read. Rented from 





miles. 
\Dirwetioa) 





——_— read. Rented from_—____ 


Amount anneal rental §______Remt paid to—————__ 


nA onmell 
Installment 
Loans — 
Operating costs Sunk aaah aia Goto a 
and deposit insur- ee 
ance premiums Peon Aare 
have increased 0 ee 


bank expenses to 
such an extent that 
we have sought 
new loan sources 
to offset these new 
charges. Some 
years ago, we in- 
vestigated the in- 
vestment opportu- 
nities in the home appliance field. 
This investigation revealed that the 
financing of these products is not 
only profitable, to the lender (the 
finance companies), but that some 
dealers were carrying large reserve 
balances with the finance companies. 

Immediately, we formulated our 
plans and have now worked up a 
nice volume of installment loans. I 
consider home appliance loans, such 
as those made for the purchase of 
refrigerators, washing machines, 
and heaters, most valuable because 
they return the purchaser profits in 
the form of savings. 

We have used two plans in finane- 
ing home appliances. The first, 
which we call the ‘‘floor plan’’, in- 
volves the making of loans direct to 
dealers to pay for bill-of-lading 
shipments. The plan enables dealers 
to take advantage of cash discounts 
and keep the latest models on hand 
for display purposes. The products 
are kept insured by the dealer, with 
the loss made payable to the bank. 


Summer range is ample for 


_ cattle and 


“aia Zh E 


by 
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a are /range 


Winter 


List all counties where livestock range 


Summer 


What is the condition of the pasture/range *____ — 
Are pastures and water ample regardiess of weather conditions ?____ 


cattle and______sheep. Winter range and feeding facilities ample for 


and digribuion of water supply: 


Pra S fp —s - — 





The farmer is aided—and the bank protected— 


periodic crop and live stock inspections. 


A loan of this nature is made to 
mature in 90 days, which is ample 
time for the dealer to dispose of most 
of the merchandise. The paper 
bears the legal rate of interest and 
also a service charge commensurate 
with the service rendered by the 
bank. Under this plan, the loan is 
retired as sales are made and an of- 
ficer of the bank must make an in- 
ventory to check on the collateral 
sold. 

The ‘‘floor plan’’ of financing 
works in nicely with the second 
plan which is the purchasing of cus- 
tomers’ installment notes after the 
products have been sold. In other 
words, the dealer’s note can be 
liquidated by credits for each in- 
stallment note given by the dealer’s 
customers. 

With the exception of the pur- 
chase of a few essential forms, in- 
stallment notes can be handled with- 
out increasing overhead expenses. 
Before accepting installment notes 


(Continued on page 695) 
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How States Tax 
Bank Shares 


(Continued from page 651) 
sonal property. 

Not only would this be double 
taxation, but it was held that a con- 
trary decision would permit national 
bank shares to be taxed in a manner 
not authorized by Congress in Sec- 
tion 5219. It was decided also that 
tax-exempt government bonds could 
not be included in the tax base be- 
cause this particular tax was levied 
directly against the assets of trust 
companies even though it was ealled 
a ‘‘eapital stock tax’’. 

Justices Cardozo, Stone and Bran- 
deis agreed that national bank shares 
had already been taxed once and 
were exempt from further taxation; 
however, they dissented on the 
ground that the deduction of stocks 
in corporations paying or exempt 
from paying capital stock taxes was 
not a discrimination against govern- 
ment bonds. They reasoned that this 
was a tax on the shares of the trust 
company and not one on the assets 
of the company itself; therefore, the 
state could allow or deny any exemp- 
tions it saw fit, according to its own 
views of public policy.‘ 

A thorough understanding of the 
principles involved in this case may 
enable stockholders in national banks 
located in other states to avoid 
double taxation should a ‘‘ personal 
property’’ or other form of tax be 
assessed on their shares in addition 
to the tax. which the bank is required 
to pay on their behalf. 


Real Estate Values 


At the present time, 20 of the 35 
states taxing shares permit real 
estate owned by the bank to be de- 
ducted at its book or assessed value. 
The theory behind these laws is that 
this real estate has been taxed once 
and in fairness to-all concerned 
should not be taxed again. This rea- 
soning is incorrect because it disre- 
gards the legal principle that the 
bank corporation is a separate and 
distinct entity from its shareholders. 
In other words, the strict legal view- 
point is that the bank has paid a tax 
on its real estate but not on the in- 
terest of the shareholders in that 
property; therefore, that interest 
could be taxed without causing 
double taxation. 

(7) Schuylkill Trust Co. v. 


Supra. 
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Commonwealth, 





As a practical matter, most of the 
legislatures permit the deduction of 
real estate and do not insist upon 
taxing bank shares to the fullest pos- 
sible extent permitted by law. While 
there is almost unanimous agreement 
on this point, there is a wide divi- 
sion of opinion as to every other type 
of deduction which should be al- 
lowed. Since a share tax is not a 
tax directly on the bank’s assets, 
most states refuse any deduction for 
tax-exempt securities. They justify 
their attitude on the ground that 
such deductions would take away 
the greater part of the tax base. 

Those states which permit addi- 
tional deductions beside real estate 
are far from being in complete 
agreement among themselves. Five 
states allow limited amounts of tax 
exempt securities to be deducted 
while others include stock in other 
corporations, debts owing by the 
bank, interest in vaults and safety 
deposit corporations and other types 
of assets in their list of allowable 
deductions. No state grants any 
deduction for personal debts owing 
by an individual shareholder to his 
ereditors. 


Tax-Exempt Deductions 


Banks in North Carolina may de- 
duct the actual cost of their invest- 
ments in bonds of that state, of the 
United States Government, and of 
the federal and joint-stock land 
banks which were owned continually 
for at least 90 days prior to April 1 
of the current year. In South Caro- 
lina, the book value of real estate 
and investments in United States 
bonds, certain tax-exempt obliga- 
tions of the State of South Carolina 
or its political subdivisions, and 
bonds of the Federal Land Bank of 
Columbia are deductible in comput- 
ing taxes for years prior to 1957. 
However, the maximum deduction 
is limited to a total of 25% of the 
capital and surplus of the bank and 
these securities must have been 
owned absolutely and in good faith 
for at least six months prior to the 
date of filing the tax return. Share 
taxes have been replaced by an ex- 
cise tax measured by net income 
effective in 1937. 

All banks in Montana may deduct 
the book value of all real estate and 
United States bonds owned by them. 
Since the statute does not mention 
tax-exempt securities issued by the 


state and local governments, it 
would seem that their value cannot 
be deducted from the capital strue- 
ture. State banks are permitted to 
deduct also (a) the amount of de- 
posits, (b) borrowed capital, and 
(ec) the value of all other property 
taxed to the bank in Montana. There 
is some possibility that the courts 
might consider these additional de- 
ductions as an attempt to discrim- 
inate against national banks and 
that the state of Montana might be 
compelled to revise its taxing policy 
in this respect. 

Michigan has a rather unique pro- 
vision in its law which permits a 
certain proportion of tax-exempt 
securities to be deducted. Stated in 
technical language, the Michigan 
rule is that banks may deduct the 
same proportion of their tax-exempt 
security holdings as their total capi- 
tal assets bear to the sum of such 
assets plus deposits. 


Corporate Stocks 


To a limited extent, Iowa, Louis- 
iana, Maryland, Missouri and Michi- 
gan permit the value of stock owned 
by the bank in other corporations to 
be deducted. Usually, such deduc- 
tions are allowed only for stock in 
corporations owning the real estate 
or furniture and fixtures used by 
the bank, but in Maryland, the net 
assessed value of shares in national 
banks may be deducted. Missouri 
limits the maximum deduction for 
stock in any one corporation to 40% 
of the bank’s capital surplus and 
individual profits, but does not spe- 
eify the particular lines of business 
in which such corporations must be 
engaged. 


Rate Of Taxation 


At one time, bank shares were 
taxed in all of the states at the same 
rate as real estate and other tangible 
property. During recent years, how- 
ever, over half of the states using the 
share tax have reduced it to a rate 
considerably less than that on real 


estate. These lower rates range from | 


as high as 2% (20 mills) to as low 
as 14 of 1% (2 mills) on each dollar 
of assessed valuation. 

In the previous article, it was 
pointed out that the rate on national 
bank shares must not be greater than 
that on ‘‘other moneyed capital” 
competing with national banks. As 
some of the states have discovered, 
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the possibility of discrimination 
against national banks is not elimi- 
nated merely by lowering the rate 
on bank shares. If investments in 
the class of competing moneyed capi- 
tal are taxed less than bank shares 
or not taxed at all, unlawful dis- 
crimination still may exist even 
though such shares are taxed as in- 
tangibles at a low rate. 

For instance, taxing national bank 
stock at 15 cents (150 mills) on the 
dollar while other moneyed capital 
which admittedly was in substantial 
competition with the banks was 
taxed only one-half (5 mills) or 
three-fourths of a cent (714 mills) 
on the dollar, would be diserimina- 
tory and invalid. Furthermore, per- 
mitting the deduction of debts owed 
by the holders of investments which 
offer active and substantial com- 
petition to the loan business of na- 
tional banks is discriminatory unless 
shareholders are allowed to take the 
same deductions. * 

To avoid any appearance of par- 
tiality or discrimination, several 
states have specifically stated in 
their statutes that bank shares were 
to be taxed at a higher rate than 
‘money and eredits’’, such as notes 
and mortgages, but that ‘‘ competing 
capital’’ was not to be considered or 
taxed at the same rate as money and 
eredits. In spite of the fair and im- 
partial terms of these laws, discrim- 
ination may result from the actions 
of the officials administering them. 
Thus, the courts have held that dis- 
crimination existed in a case where 
county officials taxed state bank 
shares and other competing invest- 
ments as ‘‘money and credits’’ while 
taxing national bank shares five to 
seven times more.‘9) 


Payment Of Tax 


While a tax on bank shares may 
be collected directly from the share- 
holders, the prevailing practice is to 
collect it from the bank as the agent 
of its shareholders. Because this 
actually is the only practical man- 
ner in which share taxes may te 
enforced, the courts have upheld 
state laws imposing a penalty on 
bank officials who refuse or neglect 
to pay such taxes for their stock- 
holders. As a general rule, banks 
must pay the tax to county or state 


(8) Toy National Bank v. Nelson (1930) 38F. 
(2d) 261. 


(9) Iowa Des Moines National Bank v. Bennett 
(1931) 284 US 239, 52 8. Ct. 183. 


682 








officials, but they have a lien on the 
stock and can then recover from the 
shareholders or deduct the amount 
of the tax from future dividends. 
The law on this point is almost iden- 
tical in every state taxing shares, 
except that Colorado and a few other 
states make the bank responsible for 
any unpaid tax and provide that its 
land or other property may be seized 
and sold to satisfy this debt. Most 
banks prefer to absorb the tax and 
make no attempt to collect from 
shareholders. 

The liability of a bank for pay- 
ment of share taxes is ended auto- 
matically if it becomes insolvent. 
After insolvency, all of its assets be- 
long to the depositors and other bank 
creditors; therefore, the receiver in 
charge cannot be compelled to use 
these assets to pay back taxes as- 
sessed against and really owing by 
the shareholders.(?% 


(10) Gully vs. 1st National Bank in Meridian 
(1936) 81 F. (2d) 502. 


Residential Building 
Challenges Industry 


(Continued from page 654) 


they commenced to decline, dropping 
to 110,498 in 1929, to 74,713 in 1930, 
to 63,843 in 1931, to 38,057 in 1932, 
rising slightly to 40,479 in 1933 and 
dropping again in 1934 to 37,879. 
Occupancy figures for the country 
as a whole are not obtainable—but 
they may be had in Cleveland, due 
to the Real Property Inventory, that 
excellent device originated in Cleve- 
land by which business now keeps 
its eye on real property and which 
in very recent years is coming into 
more general use. Howard Whipple 
Green, director of the Real Property 
Inventory of Metropolitan Cleve- 
land, reckons that normal’ residen- 
tial vacancy, due largely to redecor- 
ating, repairing and the like, runs 
from 3% to 5%. Green’s figures 
show vacaney in family units in 
Cleveland in the fall of 1932 at 9%; 
in 1933, 7.4%; in 1934, 4.7% in 
1935, 3.1%; and in 1936, 2.1%. 
What happened in Cleveland is an 
index of what has happened in most 
cities. With the advent of the de- 
pression, families ‘‘doubled up’’ but 
people kept right on getting married 
and having children. By 1934, the 
pressure of more marriages and in- 
ereased population had brought 
vacancies down to normal. In 1935 
and 1936 the anticipated result of 
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new marriages, more births, and em- 
ployment upturn would have been a 
sharp resumption of _ residential 
building but no such resumption 
occurred. Hence today’s amazing 
low vacancy percentage. 

Apparently what has happened is 
that in spite of new marriages and 
population increase, there has been 
practically no ‘‘undoubling.’’ In- 
stead, ‘‘doubling-up’’ has continued 
until, today, residential facilities in 
many cities must be literally packed 
almost to the bursting point. 

This situation is graphically illus- 
trated by comparative figures on 
marriages and new residential con- 
struction. These figures are avail- 
able for Cleveland and Chicago. The 
Chicago Tribune reports that in 
1926 there were 43,328 couples mar- 
ried in Chicago and 41,416 new 
homes built. In Cleveland and 
suburbs in that year, according to 
Howard Whipple Green, there were 
11,707 marriages and 9,390 family 
units created by new construction. 

From that year on, in both cities, 
residential building declined until 
there was reached the amazing situa- 
tion disclosed in the following table: 


CHICAGO Family Units Built 
Year Marriages (Houses & Apartments) 
1932 25,271 221 
1933 32,725 131 
1934 41,750 189 
1935 46,903 418 
1936 43,775 884 

CLEVELAND Family Units Built 
Year Marriages (Houses & Apartments) 
1932 5,821 598 
1933 7,243 351 
1934 8,714 254 
1935 8,728 681 
1936 9,802 1,581 


In short, in these five years in 
these two cities, there was a total 
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of 230,732 marriages and only 5,308 | 
new family units built—a shortage fF 
of 225,424. This certainly gives a ff 
concrete picture of the present resi- | 
dential shortage existing in this 7 


country, particularly in our indus 
trial centers. 
Comparison between the automo 


bile industry and residential con- § 


struction, in the latter years of the 


depression and up to the present, is 7 


illuminating. A shortage of motor 


ears developed during the worst of § 


the depression years. At least, pro- 
duction was low and there were 
many thousands who wanted new 
ears and did not feel that they could 
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STATEMENT OF CONDITION SEPTEMBER 30, 1937 


RESOURCES 


Cash and Due from Banks 


United States Government Obligations 


(Direct and Fully Guaranteed) 
Unpledged 


Pledged to Secure Trust ‘Penis wal Pub- 


lic Funds 


Other Securities (of which $7, 456, 3 23. 00 


matures within two years) . 


Capital Stock of The National City Building Co. 


Real Estate Owned 
Loans and Discounts 
Accrued Interest . 


Customers’ Liability on ‘Reatiiains ana Letters of Credit 


Other Assets 


$43,503,937.69 


$37,265,144.02 


10,121,758.93  47,386,902.95 
17,185,244.44 
2,250,000.00 
124,528.22 
43,054,536.17 
349,892.26 
3,497,646.30 
163,743.94 
$157,516,431.97 


LIABILITIES 


Capital Stock—Common . 

Surplus é 

Undivided Profits 

Dividend on Common Stock yale 
October 1, 1937. 

Reserve for Contingencies 

Accrued Interest and Expenses . 


Deferred Credits and Other Liabilities . 


Acceptances and Letters of Credit . 
Less: Amount in Portfolio 

Trust Funds and Public Funds . 
Other Demand and Time Deposits 


$7,500,000.00 
3,125,000.00 
1,064,709.70 $11,689,709.70 
225,000.00 
1,937,812.34 
108,358.08 
70,468.48 


$3,975,703.27 
478,056.97 
$9,582,054.63 
130,405,382.44 _139,987,437.07 
$157,516,431.97 


3,497,646.30 


Member Federal Deposit Insurance Corporation 











afford to buy them. Advanced tech- 
nology in the automotive plants im- 
proved qual'ty and kept prices down, 
with the result that the automobile 
industry bounded back and led the 
way out of the depression. There 
was no advanced technology in home 
construction and no mass produc- 
tion. Prices stayed up and the in- 
dustry has been the laggard in the 
whole industrial world. This in spite 
of the fact that a home is more def- 
initely necessary than an automobile 
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and its lack more felt. 

Consider the situation in Great 
Britain. There the construction of 
residential housing has been one of 
the principal agencies in fighting de- 
pression. A direct frontal attack on 
costs was made with the result, as 
shown by the Index of the New York 
Trust Co., that a house costing 
$3,610 in 1924 could be built for 
$1,725 in 1931 and for $1,730 in 
1934. This result was not attained 
by decreasing wages, because while 


wages declined 30% in the United 
States from the pre-depression level 
te 1932 they declined by only 3% in 
the same period in Great Britain. 
Instead of wage reductions it was 
large scale operations, made possible 
originally by state aid, which 
brought the more favorable cost sit- 
uation. What that did to increase 
volume is shown by figures taken 
from the statistical abstract of the 
British Board of Trade. That pub- 
lication shows the number of resi- 
dence units built by local authorities 
and by private industry, both with 
and without state aid. Until 1931 no 
units are shown to have been con- 
structed by local authorities without 
state aid and it is a fair assumption 
that there were none, although if 


there was such construction unre- 
ported it would only go to swell 


totals already favorable. 


Taking just the years for which | 


United States figures have already [ 


been given, we find that there were | 


136,889 units built in 1925 and 238,- 


914 in 1928. But British residential | 
construction, while it dropped to | 


169,532 units in 1929, did not then 


go into a nose dive as it did in this J 


eountry. 
rose to 202,060 units in 1930, 
dropped to 183,807 in 1931, rose to 
200,812 in 1932, held at 209,496 in 
1933, and rose again to 266,662 in 
1934. The 1935 total was 327,915. 

Analysis of the effect of state aid 
in reviving the residential construe- 


On the contrary, the totals | 


f 


RR 


tion industry in Great Britain is 7 


most interesting. In 1925 local 
authorities and private builders with 
state aid accounted for 67,669 units, 
or almost half the total. In 1928 


state aid extended to the same 
groups built 178,582 units, or three | 
fourths of the total of 238,914. Then 
industry, unaided by the | 


private 


state, began to take hold. In 1929 


private capital built 64,740 out of } 
the total of 169,532. In 1939 state 


aid figured in 110,369 units while 
private money was building 91,691. 
In 1931 private industry, unaided 
by the state, built 125,368 out of a 
total of 183,807 units. 


& 





In 1932 pri- 


vate industry’s share was 128,418 7 
out of 200,812 units; in 1933 it was © 


142,012 out of 200,496; 
was 207,869 out of 266,622; and in 
1935 no less than 286,374 out of the 
total of 327,915 were built entirely 
by private money. 

These figures show that while gov- 


RAND M°NALLY BANKERS MONTHLY NOVEMBER 193! 


in 1934 it§ 


2 SMBS rane ys 


a a da da ie gee pe ee ee” § ee 


—al i i a en a. a ae a 


ae 
a 
+ SSRI ee 


ernment aid was doubtless respon- 
sible and necessary for starting the 
construction industry going, home 
construction has again become a 
business rather than a philanthropy 
in Great Britain. It would be boot- 
less to Say now that our own govern- 
ment overlooked an important aid to 
recovery in failing to make a vig- 
orous attack on housing costs by 
encouraging large scale building. 
That milk has been spilled. 

The lesson of the relation of hous- 
ing costs to volume production, how- 
ever, is one we can well heed. That 
we have the industrial development 
and facilities to do all that Great 
Britain has done and more, there can 
be no question. In fact, we can go 
much further by the use of new 
materials now past the pioneering 
stage and build inestimably better 
houses for less money. 

Even the bogey of lack of individ- 
uality which is raised whenever pre- 
fabricated houses are mentioned has 
no longer a convincing ring, because 
the builders of steel frames and 
panels offer as much flexibility in 
use aS can be had with older mate- 
rials. Remembering the miles of 
streets in many of our larger cities 
filled with row houses or with block 
after block of single or two family 
units all built from the same plans, 
it is a little hard to see why this 
bogey should be raised against the 
new materials, anyhow. 

We have come to the place where 
industry should actively enter the 
housing field. There are two good 
reasons for this. One is the premise 
on which I started this discussion: 
that the shortage of suitable housing 
at a price proportionate to incomes 
and to other price ranges is a strong 
underlying factor in labor unrest. 
Consciously or unconsciously the 
wage earner is more interested in 
what his payroll dollars will buy for 
him than in the number of those dol- 
lars, and housing is getting to be a 
bad headache to him. 

The other reason is that home con- 
struction is a potentially great in- 
dustry whose vigorous health is 
needed by every other component 
part of our closely related industrial 
system. There is hardly a manufac- 
turing industry which would not 
find outlet for some of its products 
in a prosperous residential building 
industry. Similarly there is hardly 
an industry which has not been hurt 












Own account. 


by the lag in building. Do not 
imagine that one industry, doing a 
gross business of $2,796,000,000, as 
residential building did in 1928, can 
be cut to less than 10% of that with- 
out hurting the sale of fishing rods 
and face powder. 

I do not believe that industry 
should build homes for industrial 
workers as any form of philan- 
thropy. What is done should be done 
on a Strictly business basis. But 
home construction must have some 
considerable part of that industrial 
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For The Investment 
Of Bank Funds 


The First National Bank of Chicago 
maintains an active market in all 
issues of United States securities, 
buying and selling government 
bonds and short-term notes for its 


The experience of more than seventy 
years and immediate contact with 

principal cities makes this bond serv-— 
ice particularly valuable to banks. 


Inquiries by telephone, wire or mail 
are invited and a daily quotation 
sheet will be mailed on request. 


Telephone FRAnklin 6800 
Teletype CGO 


The First National 
Bank of Chicago 
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genius which has given us the best 
motor ears and radios and other com- 
forts at the lowest prices of any 
nation in the world. There is a great 
waiting market to reward that 
genius. 

Most of all, our economic struc- 
ture must be so adjusted that the 
people who do the work in industry 
may have homes they can afford to 
own and live in. That way lies a 
substantial step toward industrial 
peace and stability. 
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MARKET STABILITY 


In determining the composition of the 
bond portfolio, investment officers of 
banks must contend with two primary 
factors—Income and Market Fluctuation. 

To what extent can price stability be 
sacrificed for enhanced income? What 
portion of the portfolio should be in- 
vested in government bonds? Should long 
term bonds be purchased, and what type 
should be considered? 

Manufacturers Trust Company, 
through its Investment Advisory Service, 
is assisting numerous banks throughout 
the country in the solution of these and 
other investment problems. 

Financial institutions are cordially in- 
vited to use this broad service. 
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But— What Do The 
People Think? 


(Continued from page 659) 


thing is that the problem exists and 
is becoming acute. 

As a general rule, it may safely 
be said that no agitator can find an 
opportunity to use his persuasive- 
ness effectively unless there is fun- 
damentally a cause for dissatisfac- 
tion. There are many obvious in- 
stances in which a bank’s attitude 
toward its employees is completely 
revealed by the type of individual 
directing its personnel work. To be 
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sure, any personnel director will 
constantly be seeking those who can 
be safely advanced. Yet sometimes, 
those advances can be made grudg- 
ingly. Meanwhile, those who are not 
advanced are little informed as to 
the policies and practices of the in- 
stitution and, to sum it all up, are 
seldom absorbed into the institution 
of which they should be partners. 
Against such a background as 
this, is it unreasonable to anticipate 
that individual, and perhaps vague, 
dissatisfaction might be crystallized 
by a union organizer into open ex- 
pression in the formation of general 





employee organizations? And, on 
the other hand, is it not true that a 
proper consideration of this particu- 
lar public may reduce or eliminate 
its grievances, real or fancied ? 

There are an infinite number of 
matters which a little intelligent in- 
vestigation will prove of concern to 
shareholders in banks. Sporadic ef- 
forts have been made to induce 
shareholders to bring to the bank, 
business designed to enhance the 
profits of the enterprise; but all too 
rarely, I believe, have shareholders 
been given sufficient information 
about the bank’s operation and its 
suecess to induce them to become 
active partners. 

We have reached that happy state 
which has been attained by some of 
our British banking brethren. The 
Chairman of the Board of a British 
bank issues at the close of the year 
not only an instructive document, 
but a real masterpiece of economic 
and social thinking. Had it no other 
effect than to prove leadership of 
our financiers in the thinking of the 
country and of the community, such 
reports to shareholders of our banks 
would be worthwhile. 

From the standpoint of the bank’s 
own business increase, there is a 
spot that cannot be filled except by 
public relations thinking. Banks 
have, for instance, complained for 
several years of diminution in the 
number of good commercial loans 
available. Yet I have found few 
banks deliberately undertaking the 
creation of a market for such loans. 
I do not mean that they should 
start enterprises for the purpose 
of loaning money, but there are 
undoubtedly thousands upon thou- 
sands of small enterprises, which, for 
one reason or another, are not con- 
sidered good credit risks. That 
some of them, by intelligent and 
sympathetic advice, could be made 
into sound borrowers is most rea- 
sonable, yet they go along year after 
year without that attention and in- 
struction which would redound to 
the mutual advantage of the bor- 
rower and of the bank. 

There is no more perfect example 
of public relations application to 
banking policies than the establish- 
ment of personal loan departments. 
It is true, of course, that many 
banks have made what amount to 
personal loans, for years, Yet, it is 
perfectly obvious from statistics that 
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a huge and good market for the use 
of bank funds has existed and still 
exists, of which the banks have 
failed to take advantage. 

Chief among these are small per- 
sonal loans and the financing of in- 
stallment purchases. In both fields, 
non-banking companies have sprung 
up to fill this public demand. Until 
recently, and perhaps even now, a 
majority of time purchases are 
financed through commercial com- 
panies formed for the purpose. 
These companies borrow in great 
sums from the banks at’ a low rate 
of interest and retail that credit to 
consumers. 

Surely it cannot be denied that 
bankers are correct in considering 
banks the appropriate control of the 
eredit system of the country. Yet, 
if they casually yield up this tre- 
mendous segment of credit to others, 
their control, to say the least, is re- 
mote. 

Similarly, small personal loans 
have long and profitably been made 
in vast volume by companies formed 
for that purpose. I have nothing to 
say against personal finance com- 
panies except this: It is inevitable 
that with but one product to sell— 
personal credit—they should bend 
every effort to the sale of that prod- 
uct, and in so doing, it is also in- 
evitable that, however high their 
ideals, the net tendency will be to 
keep people in debt. 

On the other hand, I have seen 
many cases of late where banks with 
personal loan and thrift or savings 
departments have been able to 
satisfy legitimate consumer credit 
needs and thereafter to instill into 
the minds of consistent borrowers 
the desirability of steady saving. 
Thus the bank serves two purposes 
simultaneously and profits thereby. 


Mortgage loans and _ service 
charges are another area in which 
public relations thinking seems 


essential. What is it that the public 
really wants? There has been a 
great deal of guesswork about what 
the public wants, but very little 
testing. Further, if what the public 
thinks it wants is less good for the 
public than what the banks as ex- 
perts can devise, it has been proved 
that the public will soon accept the 
bank’s suggestion, once properly ex- 
plained and proved. 

The amortization of mortgage 
loans now suddenly reveals itself as 


. Efficient cooperation 


of a nation-wide network 


of correspondent banks 


gives 


Continental Illinois 


collection service 


its standard of quality 


CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 
OF CHICAGO 


231 SOUTH LA SALLE STREET 


Member Federal Deposit Insurance Corporation 


a much better arrangement, for 
mortgagor and for mortgagee both, 
than a straight loan. But it was only 
when financial interests encountered 
an absolute inability on the part of 
home owners to retain their property 
under the old mortgage system that 
a more convenient system was de- 
vised. And this was true even in the 
face of a long and successful appli- 
eation of mortgage amortization in 
the hands of the building and loan 
or savings and loan institutions. 
Most banks in the country today 
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have some sort of service charge, 
and no one will quarrel with the 
idea that an account in a bank 
should pay its way. Least of all will 
the depositor object, for practically 
anyone substantial enough to main- 
tain a checking account in a bank 
will not want to feel that he is the 
object of charity. 

But instead of finding out what 
the public wants, auditors applied 
their brains to this essentially sim- 
ple problem and discovered a highly 
complex answer thereto. So com- 


687 





plex, indeed, was the solution in one 
notable case that the schedule of 
charges had to be withdrawn imme- 
diately after announcement. 

We know from experience that 
many depositors never try to balance 
their books. In fact, they never 
open the envelope of cancelled 
checks sent them each month. Yet 
with a fine disregard for that human 
weakness, we are inclined to insti- 
tute a system of service charges 
further to complicate the individ- 


@ Employers Mutuals give the 
kind of service, protection and 
saving that induces more than 90% 
of their policyholders to renew 
annually without solicitation! No 
better proof of the value of its 
service can be found. Employers 
Mutuals write Automobile, 
Workmen's Compensation, Public 
Liability and other forms of 
Casualty Insurance. More than 
$17,500,000 has been saved for 
policyholders in 25 years. 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory. 








ual’s bookkeeping. 

If we really took cognizance of 
the lay mind, we would realize that 
each depositor is willing to pay a 
fair amount for the bank service 
whieh he gets, provided he can un- 
derstand the basis. And what could 
be simpler to explain or to sell to 
these depositors than the idea that 
they purchase books of checks, say at 
$5 for a hundred checks, and that 
each check written costs five cents? 
I am sure that experience would 
prove that at least three or four 
checks out of every book would be 
spoiled or destroyed and that the 
money paid for them would amply 
compensate the bank for deposit 
items. 

There is no denying that this sim- 
plicity of operation might destroy 
some of the pet auditing theories of 
the bank and might even permit the 
bank to operate with a smaller staff, 
but that is inconsequential, com- 
pared with the favorable effect 
created upon the banking public. 

It is not too much to say that pri- 
vately chartered banking will be 
effective only as long as people be- 
lieve it to be, and are thoroughly 
satisfied with it. When confidence 
fails or when misunderstanding 
leads to the general conclusion that 
privately chartered banking is not 
doing a good job, then such banking 
is doomed. This leads to the ines- 
capable conclusion that a funda- 
mental part of any banking job is to 
adopt policies which will automat- 
ically bring public approval and 
then to explain those policies in such 
a way that understanding and ap- 
proval are generated. The former is 
the more important task of the two. 


Tubular — Flat — Window 


@ BILL STRAPS 


@ALL STEEL COIN HANDLING EQUIPMENT 


Bank Supplies 


ABBOTT COIN COUNTER COMPANY 


143rd Street and Wales Avenue 


+t New York, New York 








How A Bank Collects Checks 


(Continued from page 670) 


for our bank, because before we can 
be sure that the check has been paid 
we must be notified by the Chicago 
Federal Reserve Bank. Before this 
ean happen, the Cairo bank must 
forward its bank draft in payment 
of the checks to the St. Louis Fed- 
eral Reserve, who pays the Chicago 
Federal Reserve. The latter, in turn, 
advises us that the check (along 
with others that went out from here 
the same day) has been paid. 


The bank can now, with confi- 
dence, pay its depositor the $500 it 
collected for him. It took six days 
to do it. If the bank had paid the 
check with cash when it was first 
presented, the bank would have, in 
effect, loaned the customer $500.00 


for six days without interest, be | 


cause the bank received no real use 
of the money during that time. 
All this pre-supposes that the 
check is paid. Suppose that the 
check was not good when it was 


presented at Cairo, and the customer | 


had received cash six days before 
the check came bouncing 
Somebody is going to be out of luck. 
The depositor may have used the 


money which was advanced and has | 
no more to make good. Not to men- | 


tion the fact that the bank will have 


handled the check about 24 times ; 


before it is returned to the depositor. 
* * *# 


I believe that it is very important 
to emphasize the close relationship 
between your bank and yourselves. 


After all, the money which is on de § 


posit in the bank belongs to Misha- 


waka depositors, although the bank . 


is happy to serve depositors in prac- 
tically every state in the nation. 


Those Mishawaka deposits represent 
the prosperity and thrift of our | 
town. In those deposited dollars are } 


hopes for the future, college educa- 
tions, care in old age—practically 4 


summation of human life is insep- 7 
arably mixed with a bank’s deposits. | 
So, when some loud voiced rabble | 
rouser points the finger at the banks, § 
naming them scornfully apart a § 


separate from the people, please 
remember that the bank is built of 
the Mishawaka deposits, and _ that 
the depositors are you and your 
neighbors and friends. 
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Better Air Increased 
Our Efficiency 


(Continued from page 663) 
days, hardly realizing the unpleas- 
ant after-effects which might result. 
It was pointed out that persons 
entering the bank from the street 
would feel the sudden change, and 
this would do more harm than good. 
Now it is a routine detail to set the 
thermostat at the correct relative 
temperature, and this is maintained 
throughout the day. On a very hot 
day, a relatively high temperature 
can be maintained in the banking 
room without producing discomfort, 
owing to the fact that the air is 
filtered and held to the correct 
humidity. 

The air enters the room through 
grilles built into the walls. There | 
is constant circulation, the stale air 
leaving the room through other 
grilles, also built into the wall. 
These grilles form part of the room | 
architecture, and are therefore in- 
conspicuous. There is no objection- 
able sound from the circulating 
machinery, as it is_ practically 
noiseless and in the basement. 

We by no means wish to indicate 
that we are launching upon an im- 
mediate program of installing this 
equipment in all of our branches. 
Whenever we find it necessary to 
renovate one of our buildings or to | 
build a new structure, however, we | 
shall inelude air-conditioning in 
every instance. In San Francisco 
and other cities adjacent to the Bay, 
we can dispense with the cooling unit 
and use only the equipment which | 
will heat the rooms properly, control 
the humidity, and provide circula- 
tion of clean, filtered air. 

The down-town atmosphere of any 
city is such that the filtering factor 
is of great importance. Consequently | 
we are becoming educated to the fact 
that air-conditioning is far more | 
than a matter of controlled temper- 
ature alone. 

Our competitors and many other 
business establishments are thinking 
along the same lines so that we can 
take no eredit for being pioneers 
among the users of modern air-con- 
ditioning equipment in this locality. 
We do endorse it whole-heartedly, 
however, and hope to play a substan- 
tial part in the advancement of its 
use and the’ promotion of a better | 
Understanding of its unquestioned | 
advantages. 
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is engaged primarily in facilitating 
wholesale distribution and retail | 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


GENT! 


i 


M ( 


INSTALMENT 
PLAN 


CORPORATION 


foreign made automotive vehicles. 
The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 
In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and 
convenient maturities * 
and denominations at 
current discount rates. 
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& PRODUCTION EQUIPMENT 
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How To Become 


A Better Purchasing Officer 


The earnest purchasing officer who follows 
these suggestions will soon discover that he 
has become a much better purchasing officer. 


By A. E. BYOR 


HE requisite information on a 
[somos used by a_ bank 

tends to vary with the com- 
modity, and as a result, there is no 
specific program which the purchas- 
ing officer can use for all of them. 
However, a program can be laid 
down for particular allied or kin- 
dred commodities. For example, 
let’s take paper and printing, which 
are of primary importance in our 
dollars and cents costs. 

There are, it is true, few textbooks 
available on printing and paper, but 
if the buyer is in a large city, he 
may make use of the courses on hand 
in print estimating and print shop 
practice. Next best, he can visit 
printing plants while they are in op- 
eration. It is advantageous to make 
these inspection tours sufficiently 
frequent to enable you to know the 
shop conditions as well as the man- 
ager. 

The paper dealers and ink manu- 
facturers have credit rating lists of 
printers, which though difficult to 
acquire, will give somewhat of a pic- 
ture of the production ability of 
your printer. Such lists are, how- 
ever, as confidential as your own 
credit department reports. 

To profit to the fullest extent 
from your ability to get into a 
printer’s shop, and to study esti- 
mates, requires that you exercise 
abundant initiative in making use of 
eyes as well as ears, in addition to 
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asking many detailed questions. 

‘*Printing’’ is a trade publication 
which will repay cover to cover read- 
ing. Printer’s trade associations in 
the large cities develop ‘‘average 
hour eosts’’ on the surrounding ter- 
ritory for the various departments 
in a printshop. It is advisable that 
one learn the various presses avail- 
able, the production per hour of 
each, and also the average hourly 
eost of each. Through continual 
study, it is learned that each printed 
form can be economically produced 
on certain presses. Then it is the 
task of the purchasing officer to find 
out what printer, or printers, have 
that type of press available. 

The purchasing officer has to know 


BUYING AND STOCK KEEPING 


enough about printing to be able to 


write out a complete specification” | 


for each printed form in the bank. 
The only way in which a printer can 
sell economically is to know exactly 
what is required on each printed 
piece sent to him. If he is not given 
complete specifications, he must 
guess. And if he guesses, one of two 
things is apt to happen. viz.: Either 
you pay more for the job than is 
necessary, or the printer takes a loss 
on his work. 

Very few printers are inclined to 
tell where losses occurred through a 
misunderstanding of just what was 
required on a print job. In general, 
the printer feels that he would get 
himself in wrong even to attempt at 
making such an explanation. The 


result is that nine times out of ten, F 
he will take the loss, hoping to be § 


able to make it up on future work, 


rather than incur possible loss of a 


customer. 


While this is not to be thought of 
as an advocation of anything other 
than the economical purchase of 
printing, it might be said that one 
cannot expect to buy printing intel- § 





Ten Suggestions By The Author 


1 Study your printer’s equip- 
ment to determine his plant’s 
physical limitations. 


2 Acquaint yourself with price 
estimating and shop practice. 


3 Learn to write intelligent 
specifications. 


4 Examine the reports on basic 
commodities prepared by various 
statistical services. 


5 Subscribe to Consumers Re- 
search bulletins. 






6 Read the trade papers of the 
office appliance, paper, and print- 
ing industries. 

7 Join the National Associa- 
tion of Purchasing Agents. 

8 Form a local group of bank 
purchasing officers. 

9 Cooperate with equipment 
salesmen in developing improve- 
ments. 

10 Share your knowledge ne 
tionally through the pages of this 
magazine. 
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ligently, and at the same time give 
the printer a reasonable profit, 
unless specific details are given on 
each job. 

Of course, it is impossible for the 
buyer to be an expert in all of the 
items that he is purchasing for his 
bank. Most of us, provided that we 
have the time for it, concentrate on 
what appears to be the most impor- 
tant items—from a standpoint of 
dollars and cents spent per year. 

Next best to knowing the com- 
modity: is knowing where to go for 
information, and getting unbiased 
guidance. 

Much information on basic com- 
modities is available to you in your 
statistical department financial serv- 
ices. Poor’s, Moody’s and Standard 
Statistics, all issue information of 
value. 

Standard, for example, just re- 
eently brought out statisties on labor 
costs in various industries, which 
will aid you a great deal in evaluat- 
ing price increases. 

Brookmire’s Service has a separate 
section, headed ‘‘Purchaser,’’ that 
was formerly included under title of 
‘“Executive.’’ Issued monthly, it of- 
fers purchasing policies by ecom- 
modity groups with comparative 
prices. 

Poor’s Investment Advisory Serv- 
iee comes out monthly with recent 
information which, while it is in- 
tended primarily for investors, will 
repay your perusal with data on 
concerns with whom you deal. 

Membership in the National Asso- 
ciation of Purchasing Agents serves 
to put much commodity information 
before you in such shape that you 
need not wade through much data 
not pertinent to the subject. 

If such membership isn’t avail- 
able, it’s then advisable to form your 
own group of associate bank pur- 
chasers. Even though you get to- 
gether but once a month around a 
luncheon table, it will enable you to 
diseuss interesting matters and 
gather pertinent information. The 
friendly contacts established will 
give you an opportunity to telephone 
individuals when an emergency 
arises requiring knowledge not at 
your finger tips. 

A subscription to Consumers Re- 
Search bulletins also gives you much 

basie information on ,commodities 
that you buy frequently—informa- 
tion helpful in looking for the good 
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and bad points in a product. 

Among the valuable trade publi- 
cations currently put out to enrich 
the purchasing officer’s knowledge 
are such as the following: ‘‘Office 
Appliances,’’ “‘The Paper Trade 
Journal,’”? ‘‘Office,’?’ ‘“‘The Pur- 
chaser,’’ “‘Graphic Arts Monthly,’’ 
and Walden’s ‘*Paper Catalog.’’ ° 

The purchasing officer knows that 
such sources as the periodicals and 
personal contacts mentioned, require 
thorough cultivation on his part if 
he is to really know each of the prod- 
ucts that he buys for his bank. Even 
such a small item in dollars and 
cents as rubber bands necessitates 
that he should know as much or 
more about the commodity than the 
salesman with whom he deals. 

For example, let’s consider bank 
machinery for a moment. If you 
have the opportunity to know thor- 
oughly its use factor in the organiza- 
tion, you have half the knowledge 
for its intelligent purchase. 

Even before the necessity for new 
or added machinery is considered by 
department heads or management, 
you must know what particular 
manufacturers, are prepared to sup- 
ply equipment fitted to satisfactorily 
meet your needs. 

Knowing from a_ performance 
record card how your bank condi- 
tions have affected the use and life 
of previously purchased equipment, 
you can discuss with salesmen such 
factors as he in turn may pass on to 
his engineering staff for incorpora- 
tion in future models. With the per- 
formance record that has been kept 
by the purchasing officer for each 
piece of machinery, the purchasing 
department can perform a liason job 
there which will benefit the bank. 

We might greatly help each other 
and ourselves if we could take a 
little time and exchange information. 
Would you be willing to ‘‘share 
your knowledge’ on routine mat- 
ters—say department organization— 
if we could get this information re- 
capped and published? Your method 
of handling purchases may be better 
than the other fellow’s, but he might 
have an idea you could use. 

If enough bankers were to drop a 
line to the ‘‘ Bankers Monthly,’’ and 
say this was a good idea, we might 
get the publication to undertake the 
analysis of such departmental pro- 
cedures. 
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(uoids EYE-STRAIN and 
Makes SEEING EASIER! 


WARRANT 
of QUALITY 


Model 2242 
Price $11.00 


FARIES Guardsman Lamp is designed to give 

office workers a new, correct and properly 
controlled illumination. Its design avoids eye- 
strain and fatigue by eliminating both direct 
and reflected glare. Its patented luminaire first 
concentrates, then properly redistributes the 
light to all points in the lighted area, assuring 
adequate light for close work. . . a light that 
makes type and figures easy to read. In tex- 
ture, this light is like daylight—bright yet 
restful to the eyes, for there are no strongly 
lighted spots, no shadowed areas. 


Enjoy Guardsman light today! If your dealer 
cannot supply Faries Lamps, please write us. 


FARIES MANUFACTURING CO. 
and S. Robert Schwartz Div. BM 
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BANK BUILDING NEWS 





CTIVITY in the building, enlarging, and modernizing 
of bank homes continues on the up. A similar steady 
inerease in the purchase of protective and labor-saving 


equipment is apparent. 


It is interesting to note that a large percentage of the 
reports of these activities, which reach us, begin or end 
with some variation of the theme: ‘‘These improvements 
are necessary in order to better handle the bank’s increased 


business. ’’ 


First National Bank, Cincinnati, 
Ohio—five story addition. 

Iowa State Bank, Algona, Ila.—re- 
modeling interior. 

Manufacturers Trust Co., Kings 
Highway branch, Brooklyn—al- 
terations in new quarters. 

United States National Bank, Citi- 
zens branch, Portland, Ore.—in- 
creasing space 60% and remodel- 
ling interior. 

Bank of Louisburg 
entrance. 

Citizens State Bank, Santa Paula, 
Calif—complete remodeling, $7,- 
000. 

Bank of Belle Fourche (S. D.)— 
new front and remodeled interior, 
air-conditioned heating plant. 

Farmers and Citizens Banking Co., 
Monroeville, Ohio—new entrance. 

Merchants and Planters National 
Bank, Sylacauga, Ala.—remodel- 
ing interior, new vault. 

First National Bank, Confluence, 
Pa.—sound wave alarm system, 
vault ventilators, acoustical ceil- 
ings. 

Leominster (Mass.) Savings Bank— 
new vault. 

Dime Savings Bank, Westchester, 
Pa.—new Colonial front. 

First National Bank, Apollo, Pa.— 
remodeling interior, new vault. 
Suffolk County National Bank, 
Riverhead, N. Y.—indirect light- 

ing, new vaults. 

Bank of America, Laguna Beach, 
Cal.—new building, $50,000. 

Bank of Cairo (Mo.)—bandit-resist- 
ing cage. 

Union Square Savings Bank, New 
York City—remodeling building. 

American Trust Co., Park-Presidio 
branch, San Franciseco—new build- 
ing. 

Springfield, (Mass.) Institution for 
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(Kan.)—new 








Savings—two-story addition and 
alterations, $75,000. 

Commercial Trust Co., Wilmington, 
Del.—night depository, new vault. 

Covina (Calif.) National Bank— 
remodeling building, new equip- 
ment. 

Exchange National Bank, Ardmore, 
Okla—remodeling building, new 
vault. 

Industrial Bank and Trust Co., St. 
Louis, Mo.—increasing floor space. 

Citizens National Bank, Point Pleas- 
ant, W. Va.—modernizing in- 
terior. 

Linden (N. J.) National Trust Co. 
—remodeling addition. 

First Security Bank, Provo, Utah— 
remodeling interior, new heating 
plant, ventilating system, $12,009. 

Monterey County Bank, King City, 
Calif—remodeling interior, new 
addition, new heating and air- 
conditioning plant, $15,000. 

Taintor Savings Bank, New Sharon, 
Ia.—remodeling new quarters, 
new vault, insulated ceilings. 

Northern Trust Co., Chicago—re- 
modeling, air-conditioning, and 
sound-conditioning of additional 
space. 

Newark (Del.) Trust Co.—one-story 
addition, new vault, moderniz- 
ing entrance, new equipment. 

First National Bank, North Adams, 
Mass.—modernizing interior. 

Vermont Savings Bank, Brattleboro, 
Vt.—remodeling building. 

Northwestern Bank, North Wilkes- 
boro, N. C.—addition to building. 


Keep The Cashier In Balance 


Because of the tendency to spe- 
cialize on one line in which efficiency 
is easy for him, a bank cashier is 
always in danger of neglecting some 
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other parts of his complicated job. 
If he develops public relations work 
excessively, he is certainly in danger 
of slighting the work of thoroughly 
investigating each applicant for a 
loan. If he is unusually successful 
in developing loans, he may slight 
the personnel work which is so essen- 
tial to operate the bank economi- 
eally. 


Chart Helps Figure Income 
On Taxable Bonds 


An easy way to determine the 
actual income from bonds on which 
taxes must be paid has been devised 
by Heller, Bruce and Co., Mills 
Tower, San Francisco. This is in the 
form of a chart with a movable cel- 
luloid ruler which shows, instantly, 
the amount of actual income a bank 
may retain after paying the tax on 
the income from taxable bonds. 

It is the most convenient device 
we have seen for making quick com- 
putations based upon the selling 
price of the bond, the interest rate 
charge, and the tax made upon the 
income. 

It may be had without charge by 
addressing Heller, Bruce & (Co, 
Mills Tower, San Francisco. 


The Bank On The Cover 


The picture on the cover of this 
issue was made in the office of the 
City National Bank and Trust Co. 
of Chicago. In making the picture 
from the baleony, the photographer 
was able to show the officers’ quar- 
ters, the public space, the tellers’ 
eages, and parts of the workroom. 

We will contrast this picture with 
an interior of a country bank, whieh 
will appear on the December cover. 

The City National Bank and 
Trust Co. is one of the Loop banks 
of Chicago, with deposits of $120, 
644,000. It has a capital of four 
million dollars, a surplus of two mil- 
lion, and undivided profits and re- 
serves of $1,464,000. It has $38,- 
449,000 in bonds, and $38,204,000 
in loans and discounts. 

Charles G. Dawes is chairman of 
the board, and Philip R. Clark is 
president. 

The bank oceupies several floors 
of the building. The picture shows 
the commercial department. There 
is also a savings department and 8 
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trust department. The officers’ 
quarters are located on an island in 
the center of the wide lobby. There 
are tellers’ cages on each side. 

The commercial department is on 
the second floor of the building, with 
a wide stairway leading from the 
street level. The safe deposit depart- 
ment is in the basement. 


Future Opportunities 
In Banking 


(Continued from page 673) 


to utilize it, is just cause for right- 
eous indignation. It affords brief 
to anyone to visualize a program 
whereby such extremes of inactivity 
or wild excesses should be pre- 
vented. It calls for crusading to 
develop a corps of research workers 
who can seek out sound ways and 
means to exercise the power that is 
ready at hand and bursting for use, 
yet under such controls that no one 
need fear an excess application of 
that energy that might burn out 
our economy with too great accel- 
eration. 

To carry the analogy still farther, 
we can visualize a plain below the 
great dam of impounded water and 
see, dotted about, great factories 
ready to set their wheels in motion, 
vast crowds waiting to work within 
their walls, and multitudes ready to 
use the products that come from the 
operable machinery within. And yet 
we see the water feebly flowing 
through the mill races and the 
dynamos lazily turning within the 
power houses. 

Today the banks are full to over- 
flowing with money. There are mil- 
lions of unemployed. There are 
homes that need to be built. There 
are wants that cry to be fil'ed. 
There are bare tables that could be 
laden with food, and there are rag- 
ged clothes and tattered shoes that 
need renewing. What is it that 
seems to hold the world in partial 
suspended animation? What is it 
that creates the effect of a slow mo- 
tion picture? 

It is the retrospect of fevered 
activity that has so often led to 
heights of booming prosperity, the 
terrifying fall from which none 
Wishes to repeat. Man well knows 
that so far he has little learned to 
stay the broad swings from boom to 
depression. He seldom is in control 
of the forces that move without his 


will, either that they go or that they 
stand still; that they rise or that 
they fall. 

Today business fears to move for- 
ward in the light of present political 
philosophies of government. Today 
government fears business once out 
of hand will carry on to the same 
excesses of which ‘it has before been’ 
guilty. 

We have, perhaps, a Frankenstein 
civilization over which we cannot 
exercise due control. For, even as 
we have developed our controls, 
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business has sprung to greater pro- 
portions than the reach of our 
authority. 

Business and banking, govern- 
ment and industry, have learned 
how to operate at top speed and ex- 
change manufactured goods and 
developed services for tokens in the 
form of money with which to rep- 
resent the degree by which one owns 
or earns in the activity. But we 
seem more like a child in an air- 
plane with motor turning and aile- 
rons set to rise. We can speed the 
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NOW IS THE TIME, AND OUR SINGLE 
CONTRACT OFFERS YOU THE PLAN 


Crops are the best in years, and so is business. The trend should 


continue upward. War scares send up the price of materials. 


Deliveries become slower and slower. If you wait for the end of 


political and labor unrest you'll never act, for those things are al- 


ways with us. This combination of facts points to today as the best 


time to rebuild or remodel, and save money. 


@ Our single contract, covering everything from first sketch to fin- 
ished bank, under one fee, is the other part of the combination 
that will save you money. We'll draw up an estimate for the com- 
plete job, and not only guarantee not to exceed it, but also give 
you the benefit of any saving we can effect in the course of the 


work. Our service is nationwide. Write. 


ST. LOUIS BANK BUILDING 
AND EQUIPMENT COMPANY 


NINTH AND SIDNEY ¢© ¢ ST. LOUIS 
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TIME and INTEREST 
This Quicker Way! 


eee Simply Copy the Amounts from a 


MEILICKE INTEREST 
CALCULATOR! 


Compiling Time and Interest is no longer the 
tedious, time-consuming task it used to be. 

Time and Interest on any principal is found 
instantly, simply by referring to the Meilicke 
Calculator. Rate cards carried in stock run 
from 4% to 10%. 

The new Meilicke Savings Calculator shows 
the time in months and the interest earned. 
Merely tip the card and copy the verified 
interest answers. 


TEN DAYS FREE TRIAL 


Write for 10 days free trial, indicating your 
rate and interest periods. 


Meilicke. Systems, Inc. 


3464 North Clark St., Chicago, Ill. 


BROOKMIRE 


presents 
“Investment 
Management & 
Portfolio Control” 


A brochure on the Brookmire 
cyclical plan for Investors 


lembineni who have the 
responsibility for the manage- 
ment of investment funds of 
$100,000 and over are invited 
to write for this 50-page bro- 
chure which outlines the prob- 
lem of capital growth as it 
pertains tocapital conservation. 


RESERVE 
MANAGEMENT 
CORPORATION 


Investment Managers . Divisionof Brookmire 
Corporation . Administrative Economists 
and Investment Counselors ... Founded 1904 


551 Fifth Avenue, New York 


motor, take off into the azure, cloud- 
less skies without great fear. Once 
we sight the slightest clouds, our 
supply of courage runs low, the 
motor falters. We lose elevation. 
We go into a tail spin. We do not 
know how to level off or to seek 
altitude again. In fact, we do not 
know how to come to earth on one 
point landing, much less three. Our 
usual experience has been a crash. 
Much time elapses before we seek to 
repair the damage, dare again to 
creep into the cockpit and with 
childlike forgetfulness ‘press the 
accelerator once more for a new 
flight. 

Business and banking are organ- 
ized to function in prosperity, but 
not in depression. They are organ- 
ized to perform with honest men in 
control, but are not proof against 
the dishonest executive and the anti- 
social owner. Business and banking 
are organized for individual, private 
profit to the nth degree without the 
broad concept that the nth degree 
is not attainable, nor in a modern 
social order permanently permis- 
sible, when such status can alone 
occur at the general expense of 
society. Business and banking are 
not organized to operate in terms of 
enlightened self-interest, which en- 
ables the operator to recognize when 
the optimum speed of progress has 
been attained and beyond which 
competitors are destroyed, labor ex- 
ploited, consumers denied mass pro- 
duction prices and the economic 
structure cracks. 


Banking and business are not 
organized to bring together their 
activities in a common laboratory to 
match up the moving gears so that 
they can all move in progressive 
unison. When one area loses visi- 
bility and in fear slows down the 
speed, the slackening hum sends fear 
to the heart of a nearby sector 
which, in its blindness, slows down 
even more. Finally, each area has 
become fear infected, and business 
has all but ceased to function. There 
has been no liaison between the 
areas to interpret the activity of the 
one intelligently to the other. 

Banking must first set about put- 
ting its own house in order through 
research, such as industry has ap- 
plied to its individual problems but 
never to business as a whole. Not 
until then can it offer to function as 
the integrating cog between the 


turning wheels of unrelated indus- 
tries. But it could then maintain a 
liaison that would keep business and 
the social order more nearly on a 
level. 

Perhaps we can never escape the 
rise and fall of cyclical activity any 
more than nature will abandon her 
seasons. But we can find a more 
temperate zone in which to live and 
move and through the exercise of 
intelligence we need not of necessity 
go to the extremes heretofore expe- 
rienced for lack of intelligently de- 
veloped control. 

While general statements are ill 
advised, nevertheless it can be fairly 
assumed that in the nature of things, 
men and the seasons, sun spots and 
gravity being what they are, it is 
not likely that university labora- 
tories will independently evolve an 
economic formula that will eliminate 
business booms and _ depressions, 
Equally true, it is not probable that 
political action will enact laws to 
offset the effect of supply and de- 
mand upon the economic order. 

Business and banking will of 
their own initiative, under their 
own leadership and at their own ex- 
pense, have to find solutions to these 
problems if they propose to remain 
as private endeavors through more 
swings, or even one other, of the 
pendulum from top stride to bottom 
idleness. 

Banking, as the one industry 
through whose halls all business and 
most of society flows, has laid at its 
door the opportunity to act as the 
catalyst in the mixture of economics, 
society and politics, and to precipi- 
tate out through organized bank re- 
search ways and means to integrate 
our economic and social order 80 
that it may continue as a program 
of private operation based on the 
profit motive. The test will come in 
the final determination as to whether 
first of all bankers can develop the 
‘*attitude of mind’’ adequate for a 
concept of research that will result 
in implementing that vision into 
reality and will then have the cour- 
age to act upon the demonstrations 
developed within the laboratory. 

In the light of all that has been 
achieved in scientific research in 
other realms of practical activity, in 
the face of the enormous challenge 
that is laid at the door of banking 
and in view of the necessity for 
banking to progress into an agency 
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producing useful results comparable 
in some degree to its almost ines- 
timable potentialities, it remains to 
be seen whether banking will gird 
its loins and take the sword of re- 
search in its hands to lead further 
along the trail that others have 
found filled with opportunities that 
they have turned into incalculable 
benefits for mankind. 

‘*He that will not apply new remedies 
must expect new evils; for time is the 
greatest innovator, and if time alters 
things to worse, and wisdom and coun- 
sel shall not alter them tothe better, 
what shall be the end?’’—Sir Francis 
Bacon—in ESSAYS CIVIL AND 
MORAL. 


How To Increase 


Secured Loans 

(Continued from page 675) 
cost. The purpose of this method of 
figuring is to require the owner of 
the goods to have an equity of his 
own money in the goods, so that he 
will feel the necessity of redeeming 
the receipts by paying the loan. 
This would appear to be an excel- 
lent policy. 

There are a few states which have 
not provided for additional loans on 
warehouse receipts. Bankers in 
these states might well take up the 
matter with legislators in order to 
give them the opportunity to serve 
local customers rather than to have 
those customers find it necessary to 
go some distance from home to 
finance, or else to be satisfied with 
less business. 

The states whose laws have not 
provided for additional warehouse 
receipt loans are: Illinois, Massa- 
chusetts, Michigan, Montana, Neb- 
raska, Nevada, New Hampshire, 
New Mexico, North Carolina, Ohio, 
Oklahoma, South Dakota, Utah, 
and Wyoming. Twenty-two states 
specify a definite percentage. 

A complete table of the laws of all 
States with respect to their legal 
open line credit and the additional 
credit that may be granted on ware- 
house receipts was published on page 
344 and 345 of the June, 1937, issue 
of Rand M°Nally Bankers Monthly. 
Readers are referred to that table to 


get the requirements for their own 
state. 


An Ohio bank insists that reduc- 
tions must be made on all real estate 
loans at least four times a year. 
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We Have Plenty 
Of Loans 


(Continued from page 679) 


from dealers we require the endorse- 
ment of the dealer as well as a mort- 
gage on the product sold. We deduct 
10% of the face amount of the note 
and credit this amount to a reserve, 
account in the dealer’s name on our 
individual books. His reserve ac- 
count is not subject to check, since 
the funds are held for possible losses 
and delinquent payments. 

The installment notes return us 
8% interest, and a service charge of 
50 cents for each payment made/ 

We have found the two plans de- 
scribed satisfactory from the stand- 
point of profits, and sound because 
of the collateral and the wide spread 
of liability. 


Tractor Loans 


Foremost among the farm imple- 
ments to be financed is the tractor. 
As a general rule, when a farmer 
purchases a tractor, he sells some of 
his mules or horses and is able to 
make a substantial down payment 
on the machine. Most of our farmers 


know the danger of obligating them- 
selves for large monthly payments 
when their greatest income is in the 
fall of the year after the crops have 
been harvested. : 


Perhaps, for this reason, the trac- 
tor notes we purchase from reput- 
able dealers’ range in amounts from 
$250 to $400. Usually the notes are 
payable in monthly installments of 
not over $40. Knowing that farmers 
are dependent for their incomes 
upon the sales of cream, poultry, 
live stock, and produce, we expected 
some of their monthly payments to 
go past due and sought to handle 
their notes in a manner that would 
not cause criticism from bank exam- 
iners. To avoid past due paper, we 
take a collateral note from the deal- 
ers supported by a number of smaller 
notes, together with chattel mort- 
gages attached to each note of the 
customer. 


In many instances, we do not loan 
the dealer the full value of his col- 
lateral notes, but maintain a com- 
fortable margin. Most of the notes 
are liquidated over a 10-month 
period or less, and we receive 8% 


Standard of Business and Bankers 


Most bankers recognize the Chicago Journal of Commerce as 
the publication setting the standard for others of its kind. 
For almost two decades it has occupied this unique position. 


With its sixteen distinctive, timed-to-the-minute important 
services and features, the Chicago Journal of Commerce is 
acknowledged the Standard of Business publications, a fact 
attested by 3,161 subscribing bankers. 


To those who do not read this newspaper regularly, we 
wish to suggest that the “Standard of Business” is always the 
safest measure to follow in reading of business. 


Write for sample copies. 


Chicago Journal of Commerce 


— AND LA SALLE STREET 
12 East Grand Avenue, Chicago 


“The daily business and financial newspaper of the Central West” 










































































































































































































































































































Burroughs 
Correct-Posture 


. Chair .. 


@ Increases efficiency and 
reduces fatigue in office 
work. The support for the 
back—at the exact spot 
where the spine needs sup- 
port—is an extremely im- 
portant factor in the pro- 
motion of health, vigor, 
alertness and efficiency. 


@ All metal construction, 
easy adjustment without 
tools, ball bearing swivel 
and thick cushions are a 
few of the features of the 
Burroughs Chair. 


@ For more information 
call our local office or write to 


Burroughs Adding 
Machine Company 


Detroit, Michigan 
BURROUGHS ADDING MACHINE 


OF CANADA, LIMITED, 
WINDSOR, ONTARIO 








interest on the tractor loans and 
make a charge of 15 cents for credit- 
ing each installment. The tractor 
note forms are printed so that it is 
necessary only to place the date on 
the back of a customer’s note, and 
the amount appears opposite the 
date. For example: if we receive 
four payments amounting to $40 
each, we rubber stamp the date on 
the four collateral notes and make 
one credit on the dealer’s note of 
$159.40 after deducting 60 cents for 
our service charge. 

Our experience with tractor loans 
has been satisfactory, and most of 
the notes are eligible for rediscount 
with the Federal Reserve Bank 
when we receive them or they be- 
come eligible in a short time, accord- 
ing to the maturity date of the 
notes. 


F. H. A. Title 2 Loans 


Since Title 1 of the F. H. A. has 
expired, it would not be practical 
here to outline our experience with 
these loans. However, we made 
many loans under Title 1, all of 
which were entirely satisfactory and 
we are indeed sorry that this title 
was not continued, although we have 
made several loans under the plan 
even after the insurance expired. 

The practice of investing deposits 
in short-term liquid paper has been 
the desire and habit of conservative 
city and country bankers for many 
years. Moreover, if profitable loans 
could not be obtained in local com- 
munities, they could be purchased 
in the open market. 

Today, the picture has changed, 
and we must be prepared to accept 
any class of paper that measures up 
to our requirements, if we are to 
keep a profitable ratio of loans to 
deposits. 

We consider the F. H. A. insured 
mortgage loan one of the best long- 
term investments offered today. A 
few years ago a loan having a 
maturity date of 20 years was un- 
known to commercial bankers, today 
approved institutions are seeking 
F. H. A. insured mortgage loans. 

Insured mortgages are liquid and 
any lending institution may dispose 
of its paper covering new construc- 
tion by sales to the R. F. C. Mort- 
gage Company. Members of the Fed- 
eral Reserve System may use their 
F. H. A. mortgages as collateral 
when borrowing from the Fed. The 
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Home Loan Banks are authorized to 
loan up to 90% of the principal 
amount of the mortgages. 

We have encouraged the building 
of homes in our city under the 
F. H. A. plan. Not only do we assist 
in the making of applications but 
we furnish clients sample house 
plans and help them in the selection 
of desirable lots. 

I believe that a small house built 
of lasting materials is the ideal in- 
vestment under the plan. We have 
made many F. H. A. loans on which 
the monthly payments did not ex- 
ceed the amount the customers had 
paid in rent. In some eases the pay- 
ments were less. When such a condi- 
tion exists and the owner has a sub- 
tantial equity in the property, fore- 
elosure is not likely to result. 


Financing Invoices 


The financing of invoices of local 
manufacturers will tend to speed up 
production in the community and 
increase business. We are often 
called upon to finance invoices cover- 
ing goods assigned to foreign coun- 
tries as well as points in the United 
States. When making loans on in- 
voices, we require that the materials 
be insured and that the loan be sup- 
ported by the original and duplicate 
invoice. The original invoice is 
mailed to the consignee and the 
duplicate is retained by our bank 
showing the assignment. 

For these loans we take a demand 
note bearing the legal rate of inter- 
est. The loans run for a time rang- 
ing from two weeks to three months, 
depending upon whether the ship- 
ments are consigned to a foreign 
port or a point in this country. Ad- 
vanees of this nature are for about 
60% of the total amount of a ship- 
ment. 

We have also made temporary 
loans covering bill-of-lading ship- 
ments in which we earned not only 
interest but exchange on the drafts. 
Since the largest volume of our in- 
voice loans is derived from the sale 
of lumber, we consider this com- 


LETT ITS 


modity a valuable addition to our | 


elass of collateral. 
Life Insurance Loans 


We have used life insurance pol- 
icies as collateral for new loans as 
well as to secure, or recover, old 
loans made during the years of de 
pression and now charged off on our 
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books. If one of our customers finds 
it necessary te borrow on his life 
insurance, usually he will request us 
to order the loan papers from the 
insurance company for him. This 
gives us an opportunity to offer him 
a loan on favorable terms secured by 
the cash value of his life insurance 
policy. 

Experience has shown that, in 
many instances, an individual will 
pay a loan on his insurance if it is 
made by a firm other than the insur- 
ance company while loans obtained 
direct from the company are, as a 
general rule, added to the premium 
and will run for many years. 


Our insurance loans are retired in 
monthly payments or they are made 
for a period of six months with a 
privilege of renewal if the customer 
desires. For these loans, we use our 
standard form collateral note with 
the insurance policy and assignment 
attached. Often, after a customer 
receives his first loan from us, he 
will request us to hold the assign- 
ment, even after the note is paid, 
so that he can come in at any time 
and receive a temporary loan if he 
needs it. 


In addition to making new loans 
on life insurance policies, we have 
used the contracts to secure loans 
which were charged off our books 
many years ago. For example; let 
us suppose that we charged off a 
note of a customer amounting to 
$100 in 1929, and, after contacting 
this customer we found that he is 
now making some headway and pay- 
ing up his debts. 


By reminding him of the old note, 
if we have not already been taking 
renewals for our files, we will re- 
quest him to assign to us one of his 
insurance policies. If the policy has 
a cash value, we credit his note with 
the existing cash value and keep the 
policy until we finally recover the 
note either from increased cash 
values or at his death. 


If the customer does not have in- 
surance, we try to persuade him to 
purchase a policy and assign it to 
us so that we can recover his 
charged-off note at some later date. 
On the policies, we take absolute 
assignments so that if the premiums 
are not paid by the borrower, we 
can invest in the premiums and 
make a full recovery of both interest 
and premiums paid. 


Carnauesw Ne 


Accounting Machines 

Accrual Accounting and Audit 

Control 

Adding Machines 

Addressing Machines 

“After Hour” Depositories 

Air Conditioning Equipment 

Alarms, Bank Vault 

Architects and Builders 

Bandit Resisting Enclosures 

Bank Directories 

Banking by Mail Envelopes 

Banking Text 

Bronze and Brass Signs 

Burglar Alarms 

Calculating Machines 

Calendars 

Central Files 

Changeable Signs 

Check Books 

Check Book Covers 

Check Cancelling Perforators 

Check Certifiers 

Check Dispensers 

Check Endorsers 

Check Files 

Check Protectors 

Check Signers 

Check Sorting Trays 

Christmas Savings 

Clocks 

Clocks, Advertising 

Coin Bags 

Coin Boxes 

Coin Changers 

Coin Clocks 

Coin Counting Machines 

Coin Envelopes 

Coin Sorting and Counting Machines 

Coin Trays 

Coin Wrappers 

Copyholders 

Counter Cash Protectors 

Coupon Books 

Coupon Envelopes 

Currency Boxes 

Currency Envelopes 

Currency Straps 

Dating Machines 

Daylight Hold-Up Equipment 

Deposit Ticket Files 

Desk Lamps 

Dictating Machines 

Duplicators 

Electric Signs 

Forms 

Forms, Continuous 

Furniture 

Glass Signs 

Globes 

Industrial Engineers 

Ink 

Ink in Powdered Form 

Interest Calculators 

Interest Computing Machines 

Lamps, Adding, Posting Machine 

Loose Leaf Binders 

Maps 

Night Depositories 

Night Depository Bags 

Numbering Machines 

Paper 

Pass Books 

Pay Roll Envelopes 

Pencils 

Personal Loan Systems 

Photographic Bank Systems 

Posture Chairs 

Proof Machines 

Rubber Stamps 

Safes, Fire and Burglar Proof 

Safe Deposit Boxes 

Safety Paper 

Sandurns 

Savings Banks, Home and Pocket 

Seals 

Seals, Coin Bag 

Seals, Corporation, Notary, etc. 

Statistical Service 

Storage Files 

Supplies, Bank and Office 

Table and Floor Lamps 

Tear Gas 

Telautographs—for Teller-Bookkeeper 
unication 

Time and Delayed Time Locks 

Travelers Checks 

Typewriters, Standard and Noiseless 

Vaults 

Vault Alarms 

Vault Equipment 

Vault Ventilators 

Venetian Blinds 

Visible Records 

Window and Lobby Displays 
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(GUIDE 


BUYER’S 


We render this distinctive 
service free to our thousands 
of banking friends, to enable 
them to buy banking sup- 
plies in the most economical 
manner. An inquiry to Mary 
Manning, the Bankers Secre- 
tary, brings the information 


you wish, 


ASK 
MARY MANNING 


PASTE THIS COUPON ON A PENNY POSTCARD 
-------------- 
J THE BANKER’S SECRETARY 
| Rand M¢Nally & Co. 
| 536 So. Clark St., 
| Chicago, Il. 

, Please have sent us buying informa- 












































































Boatmen’s Celebrates 
Ninetieth Anniversary 


The Boatmen’s National Bank of St. 
Louis celebrated its 90th anniversary on 
October 18, 1937. It is said to be the 
oldest bank west of the Mississippi River. 
The word ‘‘Boatmen’s’’ has been used 
from the beginning, although the bank 
changed from a state to a national char- 
ter, April 9, 1926. 

During the week of October 18-23, the 
bank had on display in its banking rooms, 
the first signature register, the first ledg- 
ers, and a number of other records and 
documents of interest to the public. 

Being originally organized by and for 
the men who operated boats on the Mis- 
sissippi River and those who worked for 
them, the interests of these men were in- 
dicated in a paragraph from one of the 
bank’s first advertisements, as follows: 

‘To the boatman especially, so exposed 
by his calling to various casualties and 
the vicissitudes of climate, an institution 
of the kind offers the strongest induce- 
ments, as he may here deposit in safety 
the small sums which would otherwise be 
heedlessly and uselessly expended, to accu- 
mulate interest, and be ready for his use 
in the hour of his need.’’ 

A statement contained in this first ad- 
vertisement appears strange to us in these 
days. It said, ‘‘On Fridays, no males will 
be admitted, this day being expressly set 
apart by the trustees for the female com- 
munity.’ 

At the end of the year, it was discov- 
ered that the bank had 22 female cus- 
tomers. 

It is fitting that on its 90th anniver- 
sary, its president, Tom K. Smith, is 
president of -the American Bankers As- 
sociation. 


New President For 
Birmingham Trust 


At a recent meeting of the board of 
directors of the Birmingham Trust and 
Savings Company of Birmingham, Ala., 
W. E. Henley, president of the bank for 
the past 12 years, was elected chairman 
of the board, and John Shields Coleman, 
a partner in the law firm handling the 
bank’s legal matters, was elected presi- 
dent. Mr. Coleman assumed his new duties 
October 1. 


Norris Represents City 


The city of Jacksonville, Fla., has 
selected Frank W. Norris, vice president 
and cashier of the Barnett National Bank 
of that city, as its representative on a 
board which will appraise the Jacksonville 
Beach electric distributing system with a 
view to the purchase of the system for 
Jacksonville. 
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WHO'S WHO IN BANKING NEWS 


Hanes Starts Up The Ladder 


By virtue of the 
time-honored ‘‘rule of 
succession’’ in the 
American Bankers 
Association, far more 
than ordinary impor- 
tance is attached to 
the annual selection 
of the Association’s 
second vice-president. 
Carrying with it the 
almost certain ad- 
vancement to the 
presidency two years 
later, the selection of a man for this office 
places upon the delegates the responsibility 
of picking a candidate of stability, long- 
term record of service, and national repu- 
tation. 

Certainly all three of these objectives 
were most happily realized when the Bos- 
ton Convention elected Robert M. Hanes, 
president of Wachovia Bank and Trust 
Company, Winston-Salem, N. C., as second 
vice president of the Association for the 
coming year. 





ROBERT M. HANES 


The new second vice president is a native 
of Winston-Salem, and received his educa- 
tion at Woodberry Forest School, the Uni- 
versity of North Carolina, from which he 
was graduated with honors, and the Har- 
vard School of Business Administration. 
He served with distinction as a major in 
the 113th Field Artillery during the World 
War. In 1920 he was elected vice president 
and later administrative vice president of 
the Wachovia Bank and Trust Co., and in 
1931 he was elected president. 

Mr. Hanes is widely known in commu- 
nity, state, and nation-wide banking and 
business circles. He has served as presi- 
dent of the North Carolina Bankers Asso- 
ciation, and has taken a leading part in 
the work of the American Bankers As- 
sociation. During the past year he was a 
member of the executive council and the 
administrative committee, chairman of the 
federal legislative committee, member of 
the committee. on banking studies, and 
vice president of the state bank division 
of the A. B. A. 

For three terms Mr. Hanes served in 
the North Carolina general assembly, 
twice representing Forsyth county in the 
lower house and once as senator. He is 
permanent president of the class of 1912 
at the University of North Carolina. 


Joins Finance Committee 


W. B. Millard, Jr., vice president of the 
Omaha National Bank, Omaha, Nebr., has 
accepted a post on the finance committee 
of that city’s Metropolitan Utilities Dis- 
trict. Mr. Millard recently was elected a 
director of the Utilities District. 









St. Louis Bankers 
Help Theater 


Perhaps none of these St. Louis bank- 
ers may ever grasp a stick of grease paint, 
but they are important factors in the 
continued success of that city’s Municipal 
Theater Association, which for the past 
20 years has built a national reputation 
in sponsoring open-air presentations of 
grand and light operas every summer. 

Sidney Maestre, president of the Mis- 
sissippi Valley Trust Co., has been elected 
a director. M. E. Holderness, vice presi- 
dent of the First National Bank in &t. 
Louis, has been re-elected treasurer of the 
Association, and W. L. Hemingway, presi- 
dent of the Mercantile-Commerce Bank 
and Trust Co., is a holdover member of 
the board. 


Directs City Parks 


Joel E. Ferris, executive vice president 
in charge of the Spokane and Eastern 
Division of the Seattle-First National 
Bank, has been appointed to the Spokane 
Municipal Park Board. This non-salaried 
group, composed of public-spirited leading 
citizens, is the controlling body for all of 
the city’s public areas. 


Scientific Banking Research 
Gets Under Way 


After promoting the 
idea of organized 
scientific banking re- 
search for several 
years through the 
many articles written 
by Thomas C. Bou- 
shall, Rand M€Nally 
Bankers Monthly is 
most pleased to re- 
cord the beginning of 





definite work along 
ROBERT STRICKLAND this line. 
An announcement 


from the Association of Reserve City 
Bankers states that a fund has been set 
aside, a committee appointed, and a pro- 
fessional research organization employed 
to carry out a program of research on one 
or more of the five following announced 
subjects: 

1 Changes in the capital requirements 
of business, the future of commercial 
loans, and the demand for short term 
capital loans. 

2 The investment problem of banks 
and other financial institutions. 

3 The significance of time deposits in 
commercial banks. 

4 Consumer credit and _ installment 
financing—how may they be best related 
to our industrial and financial life. 

5 Real estate mortgage financing—its 
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place in the banking structure. 

Robert Strickland, who is president of 
the Association of Reserve City Bankers, 
says: ‘‘It is believed that the present 
undertaking is the first effort to establish 
a comprehensive program of research into 
banking and other financial problems to 
be undertaken in this country since the 
National Montary Commission completed 
its work about 25 years ago. 

‘*It is the first time that commercial 
bankers have interested themselves so 
specifically in supporting an independent, 
permanent study of banking problems, 
along lines somewhat analogous to the 
research work which has been carried 
forward so _ successfully by industrial 
groups. 

‘*It is expected that much of the actual 
research work will be done under the 
auspices of the National Bureau of Eco- 
nomic Research, an independent, non- 
profit research organization of national 
reputation. The Bureau was incorporated 
in 1920 and has been investigating indus- 
trial and financial problems since that 
time. 

‘*During this period it has achieved an 
enviable record for careful and scientific 
work. The executive director of the Na- 
tional Bureau is Joseph H. Willitts, Dean 
of the Wharton School of Finance and 
Commerce, University of Pennsylvania. 
Dr. Wesley C. Mitchell has been director 
of research of the Bureau since its incep- 
tion in 1920.’’ 

The Board of Trustees, which will have 
general supervision over this research 
work, is made up of nine members, as 
follows: ! 

Winthrop W. Aldrich, Chairman, Board 
of Directors, Chase National Bank, New 
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York City. Includes 
Carl W. Allendoerfer, Vice President, ‘a ? 
First National Bank, Kansas City. BANK LOAN MANAGEMENT 
Edward E. Brown, President, First Na- By H. H. Stronck and J. Eigelberner 


tional Bank of Chicago. 

S. Sloan Colt, President, Bankers Trust 
Company, New York City. 

Edward Elliott, Vice President, Secu- 
rity-First National Bank of Los Angeles. 

James R. Leavell, President, Continental 
Illinois National Bank & Trust Company, 
Chicago. 

Charles E. Spencer, Vice President, 
First National Bank of Boston. 

Robert Strickland, President, 
Company of Georgia, Atlanta. 

Lyman E. Wakefield, President, First 
National Bank & Trust Company, Minne- 
apolis. 


BANK COST CONTROL 


By Benjamin Young 


ADVERTISING FOR BANKS 


By Don Knowlton 





TO BE SURE OF GETTING THIS 
FINE SET OF BOOKS AT THE 
SPECIAL PRICE 


SEND IN YOUR ORDER 


TODAY 


paste this coupon J]... 
on a penny postcard 


Rand MSNally & Company. 
536 So. Clark St., Chicago 


Send me the Blue Book Library on 5 day 
approval plan. If | like them | will send 
you $5—the special price for the 3—or 
$2 each for any one or two | keep. 


Trust 


Community Fund Chairman 


Avery G. Clinger, president of the Ohio 
National Bank at Columbus, Ohio, has 
been selected as chairman of the banks’ 
division for the 15th Community Fund 
Campaign in that city November 3 to 18. 





ncoenl 


World Fair Advisor 


The name of B. Murray Peyton, presi- 
dent of the Minnesota National Bank of 
Duluth, Minn., has been added to the ad- 
visory committee of the 1939 New York 
World’s Fair. 




























THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, September 30, 1937 


RESOURCES 


Caso AND DuE From BANKS .. . , » . « « « $ 708,884,363.05 


U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 
GUARANTEED . . ‘ ie Nee Seok eo ee abs 575,010,738.15 


STATE AND Mumscspan Secu or ae ce er 67,855,011.20 
OrHerR Bonps AND SECURITIES . . ei. & 4 160,477,722.42 
Loans, Discounts AND BANKERS’ Accarranct ss. . . . . . 817,312,674.28 
Bamcawe en oe & Se Bw Se oO Ke we ee 36,792,210.62 
oS a 5,937,056.74 
MortcaGEes . . . & <a keh ee See De wee 11,925,335.16 
CusToMERs’ Accerrancs Leasuerr oar ee ee re) ac ie as 28,140,994.23 
EE y akse ke OW ee ee ee ee Be we 9,816,092.33 


$2,422,152,198.18 


LIABILITIES 
CapiTaL Funps: 


Capita, Stock . . ... . . . ~ ~ $100,270,000.00 
SuRPLUS . . — ~<- * 6 0 es 6 oo Se 
UnpDIVIDED Prosrs i a KE, ge Tae cee 1k 25,888 ,460.71 


$ 226,428,460.71 
RESERVE FOR CONTINGENCIES. . . . . 2. «© © © we eo 16,384,420.89 
RESERVE FOR TAXES, INTEREST, ETC. . . . 2. « e ws « 1,559,322.72 
Deposits. . . ee eee ee 
ACCEPTANCES Ourstaxpme a tia a 29,815,317.25 
LIABILITY AS ENDORSER ON Accarrances 4 AND > Forsion BILLs . 15,257,776.04 
IR) gs sr GSES kc eee ee 3,832,028 .45 


£2 422,152,198.18 


United States Government and other securities carried at $160,212,028.40 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 


Sree 


> TR eT aes 


Ty 2 





Tn eT ania ation ea al 


REVISIONS IN THE BANK SYSTEM 


Changes since Rand M¢Nally Bankers Directory, Final 1937 Edition 


New Banks... 
New Branches . 
Reopened Banks . 


NEW INSTITUTIONS 
National 1; State,.9; Private 1 
.National 9; State 13; 

State 1 


Banks not previously reported indicated by a * 


BANKS REPORTED DISCONTINUED 


.National 1; State 11; Private 8; Other Banking Institutions 1... 
..National 4; State 3 
..National 2; State 12 
..National 1; State 1 

.National 8; State 27; Private 8; Other Banking Institutions 1 


BRANCHES REPORTED DISCONTINUED 


Through Liquidation. . 
Through Merger or Consolidation. ‘ 
Through Absorption, etc... .* 
Through Conversion 

Total Discontinued .... 


Through Liquidation. . 
Through Absorption, etc 
Total Discontinued 


CHANGES IN TITLES AND/OR LOCATIONS 


Branches 


ALABAMA 

Collinsville 
First National Bank - 
(Assets purchased and deposit liability 
assumed by Tennessee Valiey Bank, 
Decatur, August, 25. 1937 which bank 
now operates a branch at Collinsville) 

Collinsville 
Tennessee Valley Bank, Collinsville 
Branch of Decatur 61-361 
(Chas. C. Hall, Manager. Opened Aug. 
25, 1937) 

Town Creek 
Tennessee Valley Bank, Branch of 
Decatur 61-361 
(Discontinued August 25. 1937. Busi- 
ness consolidated with Courtland 
Branch) 


ARKANSAS 

Hermitage 

Bradley County Bank - 
(Went into voluntary liquidation Sep- 
temher 8, 1937) 

Hermitage 

*Merchants & Planters Bank, Tellers 
Window of Warren 

(Carl Thompson, Manager. 
Septetmber 9, 1937) 

Manila 

Farmers Bank & ‘Trust Company, 
Manila Office of Blytheville 81-735 
(Riley B. Jones, Asst. Cashier. Opened 
Aveust oe 1937) 

Ozark 

*Rank of Mulberry, Ozark Exchange.. 
(Discontinued July 3, 1937) 


CALIFORNIA 


Opened 


Hollywood 
Rank of America National Trust & 
Savings Assn., Laurel-Sunset Branch 
Bee eaacbesrececeesensseseaenes 99-1388 
(H. W. Gresham, Manager. Opened 
Avenst 92. 1937) 

Newport Beach 
*Bank of America National Trust & 
Savings Assn., Newport Beach te 
(C. F. Watts, Manager. Opened Octo- 
ber 4, 1937) 

Oak land 
The Rank of Commerce 
(Canital $1.000.000. A. §&. 
President, C. W. Ehbnother, 
To onen October 5, 1937) 

San Francisco 
Rank of America 
Savings Assn., 


Cashier. 


National Trust & 
Vallejo-Polk Branch 
CCL ECG he Odea 60.0 00.0 06.6460006006 11-187 
(J. W. Lambert, Asst. Cashier. Opened 
August 30, 1937) 


COLORADO 
Rifle 
The First National Bank in Rifle 


82-456 


National 2; State 4 
.National 8 


(Change in title of Rifle National 
a Effective September 1, 1937) 

ifle 

Rifle National Bank 

(Changed title to The First National 

Bank in Rifle, September 1, 1937) 


FLORIDA 
DeLand 


*Morris Plan Co. of Orlando, Branch of 
Orlando 


(Cc. B. Stout, Manager. 
1, 1937) 


Opened March 
GEORGIA 
Carnesville 
Citizens Exchange Bank 
(Capital $5,000. J. F. Colbert, owner. 
Opened September 1, 1937) 


(Private) 


ILLINOIS 
Altona 
Altona National Rank 
(Voluntary liquidation July 21, 1937. 
Deposit liability assumed by First 
Galesburg National Bank & Trust 
Company, Galesburg) 
Dubois 
Du Bois State Bank 
(Voluntary liquidation 
1937) 
Highland Park 


— National Bank of meat 

ar 
(Capital $200.000, Surplus and Profits 
$115.000. J. M. Appel, President, C. F. 
Grant, Cashier. Opened October 1, 
1937. Conversion of Highland Park 
State Rank) 

Hiehland Park 

*Hichland Park State Bank ¢ 
(Converted to The First National 
aait of Highland Park, October 1, 

Junction 

*First State Rank 
(Entered voluntary 
26. 1937) 

Roanoke 

*Poanoke State Bank 79-1895 
(Mosed for examination and adiust- 
ment September 8, 1937. May reopen) 

Shumwav 

Citizens State Rank 
(Voluntary liquidation 
1937) 


70-1958 


70-1264 
August 23, 


liquidation July 


August 23, 


INDIANA 

Buck Creek 
Buck Creek Bank (Private)... 
(Vo'nntary liquidation 
1937) 

Colfax 
Colfax Rank (Private) - 
(Entered voluntary liquidation Sep- 


.71-1140 
August 20, 
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1937. 
1937) 


IOWA 


tember 7, 


To be closed by 
October 1, 


Imogene 

*Bank of Imogene, Private 
(Closed September 10, 1937, on account 
of death of owner. Reported Septem- 
ber 20, 1937) 

La Porte Lily 
La Porte City State Bank 
(Capital $25,000, Surplus and Profits 
$6,000. J. J. Maloney, President, A. J. 
Baschnagel, Cashier. Opened Septem- 
ber 7, 1937) 

La Porte City 
Waterloo. Savings Bank, Office of 
Waterloo eccccoctece 
(Closed September 4, 1937) 

Latimer 
Hampton State Bank, Latimer Office 
of Hampton 
(Paul H. Borcherding, Manager. Opened 
August 24, 1937) 

Latimer 
State Bank of Latimer 72-1409 
(Taken over by Hampton State Bank, 
Hampton, August 23, 1937, which bank 
now operates an office at Latimer) 

Maurice 

*Northwestern State Bank, Office of 
Orange City 
(Opened September 23, 1937) 

Maurice 

*Sioux County Savings Bank, Office of 
Orange City 
(Purchased by Northwestern’ State 
Bank, Orange City, September 23, 1937, 
which hank now operates an office in 
Maurice) 

Orange City 

*Sioux County Savines Rank....72-1454 
(Purchased by Northwestern State 
Bank, September 23, 1937) 

Oxford Junction 
—- State Bank, Office of Wyo- 


wv ©. Nordstrom, Manager. 
September 1, 1937) 


KANSAS 


Opened 


Jennings 
Farmers State Rank........... 83-1347 
(Merged with State Bank of Jennings, 
Anevet 11. 1937) 
Camphellsville 
Tavior County Rank - 
(Capital $190,900, J. C. Miller, Presi- 
dent. Wavne Coode, Cashier. Opened 
August 30, 1937) 


KENTUCKY 
Camphellsville 
Tavior National Bank (Conservator 
bank) 738-281 
(Placed in hands of Federal Deposit 
Insurance Corporation as Receiver, 
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August 24, 1937) 

Louisville 

First National Bank. New branch at 
602 So. 4th St. 


(Keith C. Spears, Manager. Opened 
August 30, 1937) 

Middlesboro 
The Commercial Bank ........ .- 73-85 


(Change in title of Commercial Bank 
& Trust Company. Effective August 
27, 1937) 
Middlesboro 
Commercial Bank & Trust Company 
7 


(Changed title to The Commercial 
Bank, August 27, 1937) 
Lafayette 

Guaranty Bank & Trust eae | 
PE EE re err ey. 4-44 


(Capital $100,000, Surplus and Profits 


$25,000. T. L. Evans, President, P. R. 
Dupleix, Cashier. Opened September 
11, 1937) 


LOUISIANA 


Arnaudville 
*Washington State Bank, Arnaudville 


DEE. “cavuiscosecsuswase ses sa ee 84-439 
(Sidney J. Durio, Manager. Opened 
August 19, 1937) 

MARYLAND 

Middletown 

Waitey State Bank .......06e00ss 65-301 
(Absorbed by Middletown Savings 
Bank, July 31, 1937) 

MASSACHUSETTS 

Stoneham 

*Middlesex County National Bank, 
Stoneham Office of Everett........... 
(Opened September 13, 1937) 

Stoneham 

*Stoneham Trust Company ...... 53-443 


(Consolidated with Middlesex County 
National Bank, Everett, September 13, 
1937, which bank now operates an 
office at Stoneham) 


MICHIGAN 
Hadley 
Citizens Bank (Private)........ 74-674 
(In process of liquidation. Reported 
Sentember 8, 1937) 


Owendale . 

*Owendale Bank of A. L. Wright & 
OTE go! are rer ere 74-781 
(In liquidation. Reported September 
30, 1937) 

Tower 

*Peoples Bank of M. D. Myers, eae 
a rr rere se ere 74-954 
(Inactive. Not accepting new deposits. 


Reported October 7, 1937) 


MINNESOTA 


Carlisle 

*Farmers State Bank .......... 75-1227 
(Closed October 7, 1937) 

Columbia Heights (Minneapolis P. O.) 
*Columbia. Heights State Bank. .75-1626 
(Capital $40,000, Surplus $5,000. Arthur 
L. Gluek, President, Herbert S. Wood- 
ward, Cashier. To open October 15, 
1937) 

Lengby 
Farmers State Bank........ ...75-1147 
(Moved and changed title to Security 
State Bank, Oklee, September 4, 1937) 

Oklee 
Security State Bank........... 75-1147 
(Capital $10,000, Surplus and Profits 
$5,000. Geo. A. Beito, President, A. N. 
Ries, Cashier. Change in title and 
location of Farmers State Bank, Leng- 
by. Effective September 4, 1937) 


MISSOURI 
Benton City 


Pere > ONIN 3.15. 65s aw lle. rae 80-887 


(All assets taken over and deposit 
liability assumed by Mexico Savings 
Bank, Mexico, September 25, 1937) 
Galena 
2 ee ee Pee ere eer eer 80-998 


(Closed September 14, 1937 for liqui- 
dation) 


Granby 
State Bank of Granby....... ... 80-1739 
(Closed August 21, 1937. Reopened 
September 1, 1937) 
NEVADA 


Carson City 

*First National Bank in Reno, Carson 
ce errr err errr eee ee 94-57 
(Changed title to First National Bank 
of Nevada, Reno, Nevada, Carson City 
Branch, September 4, 1937) 

Carson City 

*First National Bank of Nevada, Reno, 
Nevada, Carson City Branch....94-57 
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(Change in title of First National 
Bank in Reno, Carson City Branch, 
effective September 4, 1937) 

Crystal Bay (Brockway, Calif. P. O.) 
*First National Bank in Reno, Lake 
pe ee. ee ree 94-63 
(Changed title to First National Bank 
of Nevada, Reno, Nevada, Lake Tahoe 
3ranch, September 4, 1937) 

Crystal Bay (Brockway, Calif. P. O.) 
*First National Bank of Nevada, Reno, 


Nevada, Lake Tahoe Branch... .94-63 
(Change in title of First National 
3ank in Reno, Lake Tahoe Branch, 
effective September 4, 1937) 

Elko 

*First National Bank in Reno, Elko 
Perr rr ee re rn 94-27 


(Changed title to First National Bank 
of Nevada, Reno, Nevada, Elko Branch, 
September 4, 1937) 


Elko 

*First National Bank of Nevada, Reno, 
Nevada, Elko Branch............ 94-27 
(Change in title of First National 


Bank in Reno, Elko Branch, effective 
September 4, 1937) 


Fallon 
*First National Bank in Reno, Fallon 
oe RO re rt ee ne eee 94-60 


(Changed title to First National Bank 
of Nevada, Reno, Nevada, Fallon 
Branch, effective September 4, 1937) 
Fallon 
*First National Bank of Nevada, Reno, 
Nevada, Fallon Branch.......... 94-60 


(Change in title of First National 
Bank in Reno, Fallon Branch, effec- 
tive September 4, 1937) 

Reno 

*First National Bank in Reno..... 94-1 
(Changed title to First National Bank 
of Nevada, Reno, Nevada, September 
4, 1937) 

Reno 


*First National Bank of Nevada, Reno, 
be, COE TEETER CLT Ee 
(Change in title of First National 
3ank in Reno, effective September 4, 
1937) 

Sparks 

*First National Bank in Reno, Sparks 
PE Peter yr rere ee 94-61 
(Changed title to First National Bank 


of Nevada, Reno, Nevada, Sparks 
Branch, September 4, 1937) 

Sparks 

*First National Bank of Nevada, Reno, 
Nevada, Sparks Branch.......... 94-61 
(Change in title of First National 
Bank in Reno, Sparks Branch, effec- 
tive September 4, 1937) 

Tonopah 


*First National Bank in Reno, Tonopah 
SOD  cutncdekhs sath esianaasane es 94-59 
(Changed title to First National Bank 
of Nevada, Reno, Nevada, Tonopah 
Branch, effective September 4, 1937) 


Tonopah 

*First National Bank of Nevada, Reno, 
Nevada, Tonopah Branch........ 94-59 
(Change in title of First National 


Bank in Reno, Tonopah Branch, effec- 
tive September 4, 1937) 

Winnemucca 

*First National Bank in Reno, Winne- 
Te I, Eee eee errr 94-58 
(Changed title to First National Bank 
of Nevada, Reno, Nevada, Winnemucca 
Branch, effective September 4, 1937) 

Winnemucca 

*First National Bank of Nevada, Reno, 


Nevada, Winnemucca Branch... .94-58 
(Change in title of First National 
Bank in Reno, Winnemucca Branch, 


effective September 4, 1937) 
Yerington 
*First National Bank in Reno, Yering- 
ee er eee eee ee 94-47 
(Changed title to First National Bank 
of Nevada. Reno, Nevada, Yerineton 
Branch, effective September 4, 1937) 
Yerington 
*First National Bank of Nevada, Reno. 


Nevada, Yerington Branch...... 94-47 
(Change in title of First National 
Bank in Reno. Yerington Branch, 


effective September 4, 1937) 


NEW HAMPSHIRE 


Lancaster 
Lancaster Trust Company ...... 54-112 
(Voluntary liquidation August 14, 
1937) 


NEW JERSEY 
Jersey City 


*The Trust Co. of New Jersey, Dan- 
forth Avenue Branch ........+.-.e+4- 
(Transferred to Greenville Branch, 


September 18, 1937) 


Nutley 

*Franklin National Bank ....... 55-606 
(Consolidated with Bank of Nutley, 
October 1, 1937 and operated as their 
Franklin Branch) 

Perth Amboy 

*First Bank & Trust Company. .55-165 
(Consolidation of First National Bank, 
Perth Amboy Trust Company and 


Raritan Trust Company, effective 
October 4, 1937. Capital: Common 
$100,000, Preferred $750,000, Surplus 
$50,000. James C. Wilson, President, 


Frank Dorsey, Cashier) 

Perth Amboy 

Firat National Bank. ..cccsecsss 55-165 
(Consolidated with Perth Amboy Trust 
Company and Raritan Trust Company 
as First Bank & Trust Company, 
October 4, 1937) 

Perth Amboy 

*Perth Amboy Trust Company. .55-166 
(Consolidated with Raritan Trust 
Company and First National Bank as 
First Bank & Trust Company, October 
4, 1937) 

Perth Amboy 

*Raritan Trust Company........ 55-167 
(Consolidated with Perth Amboy Trust 
Company and First National Bank as 
First Bank & Trust Company, October 
4, 1937) 

West New York 

*The Trust Co. of New Jersey, Monitor 
OO «66. 6:0.00 0.03 6 canner eiveeees 55-552 
(Transferred to West New York 
Branch, September 18, 1937) 


NEW YORK 
New York City 
The National City Bank of New York, 
51st Street Branch, 9 W. 51st St....... 


(Donald McK. Blodget, in charge. 
Opened August 16. 1937) 

Oregon (Peekskill P. O.) 

*Mahopac National Bank, Seasonal 


Agency of Mahopac 
(Closed in 1937. Will not open until 
summer of 1938) 


NORTH DAKOTA 
Burt 
Crt Biate BOGE «oi ccc ccctincsce 77-779 


(Closed by order of board of Directors 
September 25, 1937) 


Buxton 
*First National Bank .......... 72-532 
(Consolidated with First National 


Bank, Thompson, as First State Bank 
of Buxton, Buxton, September 25, 
1937) 

Buxton 

*First State Bank of Buxton....77-532 
(Capital: $15,000 Common, $10,000 Pre- 
ferred, Surplus $7,000. O. S. Hanson, 


President, Jas. A. Olson, Cashier. Con- 
solidation of First National Bank, 
Buxton, and First National Bank, 
Thompson, effective September 25, 
1937) 

Thompson 

*HWiest National Bank. ....06.00ccss 77-706 
(Consolidated with First National 


Bank, Buxton, September 25, 1937, as 
First State Bank of Buxton, Buxton) 


OKLAHOMA 


Allen 
Farmers State Bank........... 86-1197 
(Capital $15,000, Surplus $4,000. T. A. 
Bryan, Cashier. Change in location of 


Farmers State Bank, Clarita. Effec- 
tive September 7, 1937) 

Clarita 
Farmers State Bank........... 86-1197 
(Moved to Allen, September 7, 1937, 


under same title) 


PENNSYLVANIA 


Minersville 

*Michael Boruch, Private...........++: 
(No longer in business. Owner de- 
ceased. Reported October 7, 1937) 

Scenery Hill - 
*First National Bank........... 60-1321 


(Voluntary liquidation September 8, 
1937) 
SOUTH CAROLINA 
Jefferson , 
The Jefferson Depository....... 67-724 
(Capital $2,500, Surplus $500. T. D. 


Surratt, President, A. I. Mackey, Cash- 
ier. Opened September 1, 1937) 
Swansea 
*Swansea Cash Depository...... 67-725 
(Capital $2,500. B. E. Williams, Presi- 
dent, D. C. Bryan, Cashier. Opened 
September 15, 1937) 
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SOUTH DAKOTA 
Belle Fourche 


*Bank of Belle Fourche.......... 78-876 
(Capital $50,000, Surplus $5,000. H. W. 
Clarkson, President, G. . Runkel, 
Cashier. To open October 15, 1937) 

TENNESSEE 

Christiana 

*Bank of Christiana............. 87-345 


(Purchased by Murfreesboro Bank & 
Trust Company, Murfreesboro, Sep- 
tember 14, 1937, which bank now 
operates an office in Christiana) 

Christiana 

*Murfreesboro Bank & Trust Company, 
CIRO, GENGO oc ccciccvccccces 87-345 
(E. B. Miller, Manager. Opened Sep- 
tember 14, 1937) 

Eagleville 

*Murfreesboro Bank & Trust Company, 
Eagleville Office of Murfreesboro 
i ee ate. Gere eid ae ek wi eae eee 87-306 
(J. G. Wade, Manager. Opened Sep- 
tember 14, 1937) ‘ 

Eagleville 

WEEE EERE. oi cccncediaciudewas 87-306 
(Purchased by Murfreesboro Bank & 
Trust Company, Murfreesboro, Sep- 
tember 14, 1937, which bank now 
operates an office at Eagleville) 


TEXAS 


Canadian 
*Canadian State Bank........... 88-512 
(In voluntary liquidation. Absorbed 
by First National Bank, September 21, 
1937) 

Dodson 
*First State Bank ............. 88-1030 
(Name of town changed from Dod- 
sonville to Dodson) 

Hitchcock 
*H. L. Roberts & Company, 


Private 
88-1099 


(Inactive. No deposits accepted. Re- 
ported October 8, 1937) 

Laredo 

*Merchants State Bank & Trust Com- 
DE SA 5 600g bb 00606460465 056404 88-33 
(Liquidated August 28, 1937. Notes 


and securities taken over by Union 
National Bank of Laredo) 


UTAH 
Beaver 
*Beaver City Bank, Branch of Milford 
State Bank, Milford............. 97-146 


(Ss. G. Hickman, 
October 14, 1937) 
Delta 
*Delta City Bank, Branch of Richfield 
Commercial & Savings Bank, Richfield 


Manager. To open 


hE EES CE eT ere Tee ee 97-147 
(Established September 13, 1937) 
VIRGINIA 
Brookneal 
Campbell 


County Bank, Branch of 

RENEE  dctcueacéacaevenses eas 68-723 
(H. C. Moseley, in charge. To open 
Sentember 27, 1937) 

Cheriton 

*Cheriton Bank, Depository of North- 


ampton County Trust Bank, Cape 

CE acchdcethhataaknee en sae s 68-330 

(Closed August 16, 1937) 
WASHINGTON 

Bremerton 

eo I errr ee 98-372 

(Taken over by National Bank of 


Washington, Tacoma, Washington, 
September 16, 1937, which bank now 
operates a branch at Bremerton) 
Bremerton 
*National Bank of Washington, Tacoma, 
Washington, Bremerton Branch. 98-372 
(H. A. Bruenn, Manager. Opened Sep- 
tember 16, 1937) 
Castle Rock 
Castle Rock Bank 
(Taken over by National 
Washington, Tacoma, September 4, 
1937, which bank now operates a 
branch at Castle Rock) 
Castle Rock 
National Bank of Washington, Castle 
Rock Branch of Tacoma........ 98-218 


(G. N. Campbell, Manager. Opened 
September 4, 1937) 

Kalama 

Kalama State Bank ............ 98-389 
(Purchased by National Bank of 
Washington, Tacoma, September 3, 
1937, which bank now operates a 


branch at Kalama) 
Kalama 
National Bank of Washington, Kalama 
Branch of Tacoma ............- 98-389 
(Opened September 3, 1937) 
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Puyallup 

*Puyallup State Bank............. 98-58 
(Absorbed by Seattle-First National 
Bank, Seattle, October 1, 1937, which 
py now operates a branch in Puyal- 
up 

Puyallup 

*Seattle-First National Bank, Puyallup 
EE akcncdécichudecunentecces 98-58 
(R. C. Gregory, Manager. Opened 


October 1, 1937) 


WEST VIRGINIA 

Charles Town 
Farmers Bank & Brust Company 69-365 
(Closed September 1, 1937. In process 
of liquidation) 

Morgantown 

*Farmers and Merchants Bank. ..69-326 
(Capital $100,000, Surplus and Profits 
$34,000. J. P. Bender, President, H. A. 
Forney, Cashier. Change in location 
of Farmers and Merchants’ Bank, 
Reedsville. Effective October 4, 1937) 

Reedsville 

*Farmers & Merchants Bank..... 69-326 
(Moved to Morgantown, October 4, 
1937, under same title) 


WISCONSIN 
Pardeeville 
*Dairyman’s State Bank, Receiving and 
Paying Station of Randolph.......... 
(H. O. Whittemore, Manager. Opened 
September 13, 1937) 


New Banks Reported In Process 
Of Organization 


t Indicates Press Report 


GEORGIA 
Douglas 
t*Farmers & Merchants Bank 
(Capital $30,000. C. E. Baker, organ- 
izer) 


ILLINOIS 

Chicago ‘ 

tAlbany Park National, Bank (vicinity 
of Lawrence and Kimball Aves.) 
(Capital $200,000, Surplus $40,000, G. A. 
Prugh, correspondent) 

Chicago 

t*Northwest National Bank of Chicago 
(Vicinity of Irving Park Blvd., Mil- 
waukee and Cicero Aves. J. H. Klun- 
der, c/o Dependon Roofing Co., corre- 
spondent) 


INDIANA 
Plainville 
+Farmers State Bank 
(Emery S. Harstine, correspondent) 


KENTUCKY 
Monticello 
Peoples State Bank 
(Capital $25,000, Surplus $5,000 
Charter to do a general banking busi- 
ness issued September 1, 1937) 


MINNESOTA 


Jackson 
t*Jackson State Bank 


(Capital $25,000, Surplus $5,000 
W. H. Smith, Princeton, Minnesota, 
correspondent) 


NEW YORK 


East Rochester 
Union Trust 
Rochester 
(Application for permission to open 
and maintain a branch filed August 
20, 1937) 


Company, Branch of 


NORTH DAKOTA 


Mott 
tCommercial State Bank 


OKLAHOMA 
Idabel 
t*First State Bank 
(Frank Wooten, incorporator) 


VIRGINIA 


Brookneal 

¢*Citizens Bank of Brookneal 
(Capital $50,000. L. W. Roark, Presi- 
dent) 





The Diary Of A 


Prudent Investor 


By MERRYLE STANLEY RUKEYSER 
Published by Hillman-Curl, Inc. 

66 Fifth Avenue, New York City 

Price $1, 96 pages, cloth. 

To get the real inspiration from 
this book, it would almost appear 
that the last six pages should be 
read first, for in those pages the 
author tells of the present result of 
an investment program carried out 
during the lifetime of an average 
man. These final results are best 
represented by the income which his 
investments brought him yearly at 
the age of 65. 

For example, he had $2,000 a year 
from dividends on $40,000 in stocks 
which he had accumulated. He had 
$400 a year in interest on $10,000 in 
bonds. He had $488.88 income from 
a $10,000 joint and survivorship 
annuity. He had $2,419.20 income 
from a $40,000 joint and survivor- 
ship annuity, and he had $744.36 
from two retirement income policies 
purchased for himself and his wife. 

From this you see that this man’s 
investments were not only in stocks 
and bonds, but also in insurance. 
In fact, he did the logical thing to 
begin with—he bought insurance. 
And as time went on, he added 
more, until, later in life, he bought 
annuities. At the same time he was 
building up an ownership in stocks 
and bonds. 

It is an interesting story, and 
should be an inspiration for young 
men as well as somewhat of a guide 
for men in the fifties. 


Principles Of Money 
And Banking 


By RUSSELL D. KILBOURNE and 
GEORGE W. WOODWORTH 
Published by McGraw-Hill Book Co., 
330 West 42nd Street, New York City 
Price $3.50, 513 pages, cloth. 


This is the new fourth edition of 
this standard college textbook, and 
it retains the emphasis on essentials 
rather than on details, and on prin- 
ciples rather than on structures. 

A feature of this new edition is 
that the subject of money and bank- 
ing are treated together rather than 
in two separate parts of the text. 


Future income must be the basis 
of safe real estate appraisals. 
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Extracts From The Issue Of Fifty Years Ago 


The following resolution was 
passed at a recent meeting of the 
American Bankers Association, in 
connection with a partial amend- 
ment. 

Resolved, That we favor a rapid ex- 
tinguishment of the public debt, and 
therefore recommend the continued pur- 
chase by the Secretary of the Treasury 
of the outstanding Government bonds. We 
consider a reduction of the revenue wholly 
unnecessary, inexpedient, and unwise. Let 
the surplus be promptly and constantly 
applied to the liquidation of the debt, 
and let the action of the Treasury on the 
work of buying the bonds be further 
regulated, systematized and controlled by 
additional legislation. 


Whilst the bankers did not desire 
to anticipate the action of Congress 
on a question usually beyond the 
province of the convention, namely, 
the general revenues necessary to 
the support of the Government, yet 
this expression of opinion was 
timely, coming from such an intelli- 
gent body of men, and it is bevond 
dispute that the policy asserted in 
the resolution has an extensive back- 
ing all through the country, more 
especially in the Mississippi Valley 
states. 

Taking a vote on our exchanges, 
we would conclude that just now the 
majority, which, in this ease, knows 
no party lines, is in favor of a full 
revenue and a persistent and con- 
tinuous reduction of the national 
debt, not only as a high patriotic 
duty in itself, but as a step toward 
returning the Central Government 
to what is technically termed demo- 
cratic simplicity, but more correctly 
to the normal position of a national 
reserve force. One obstacle to this 
important idea was sought to be re- 
moved by Mr. St. John, a New York 
delegate. His resolution, which was 
earried in connection with Judge 
Ewing’s, was as follows: 

The sense of this convention is that the 


national bank system is no longer de- 
pendent upon the national debt. 


This resolution was cordially re 
ceived, and members of Congress 
inclined to financial studies should’ 
make a note of it. Politicians, also, 
who may have to aid in shaping the 
national platforms of 1888, should 
keep it in mind. 

The idea seems to be that, with 
the payment of the federal debt, the 
chartering and supervision of banks 
by the General Government will 
cease, and that our banking system 
will come back to state control, as it! 
was before the war of the rebellion, 
There seems to be neither connec. 
tion nor necessity behind this view.) 

As far as the public debt is con- 
eerned and its interest-bearing obli- 
gations, hundreds of the national 
banks are already quite independent 
of Government bonds as a basis; in- 
spection by bank inspectors and the 
making of periodical returns to the 
Comptroller of the Currency, being 
the only tie that binds; and, if it 
were left to the banks to say whether 
they would prefer to organize under 
state authority and supervision, the 
vast majority would prefer the pres 
tige of a connection with and certifi- 
eation by the National Government, 

We seem, however, to be on thé 
way toward the extinction of paper 
money, and the possession of a gold, 
silver and check eurrency only. Thé 
sole basis for a paper currency be 
fore long will be the capital and 
eredit of banks, with the note a first 
claim preferred to all others; yeb 
authority to issue on this basis of 
security will hardly be conceded 
for the privilege of issuing note 
must be given to all, large and sma 
banks, known and obscure, alike. 4 
bank of issue on the European ple 
would have no better security 
offer, and American tradition an 
party jealousy are arrayed strongly 
against a bank of issue; so we 
to be on the way to an experimetl 
at least, to do without paper money 
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